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By means of Long Distance, this company 

maintains constant contact between general 

offices in New York, the principal wheat 

markets, its 50 bakeries in 24 different states, 

and nearly 300 branch offices throughout 
the country. 


Tue National Biscuit Company, “Uneeda Bakers,” 
today distributes its many products through nearly 
half a million retail outlets. During recent years 
the telephone has played an increasingly important 
part in this development. Largely by means of its 
consistent use it is possible to maintain in all sec- 
tions of the country the same uniform standard of 
quality. From purchasing, right through all de- 
partments, wherever quick action is essential, the 
telephone is held indispensable. 

Today more than ever, organizations large and 
small realize the adaptability and economy of 
Long Distance telephone service. It is the instru- 
ment of modern business. It promotes every phase 


of activity from the purchase of raw material to 


JUST CALL YOUR BELL 


the delivery of finished products into the hands of 
consumers. The well-planned use of Long Distance 
is today bringing “‘more business at less cost” to 
organizations of many kinds. 

A representative of your local Bell Company 
will be glad to outline a telephone plan especially 


suited to the activities of your company. 


LONG DISTANCE RATES ARE LOW 
Typical Station-to-Station Rates 


From To Daytime 7:00 P.M. 8:30 P.M. 
Chicago Grand Rapids $ .75 $ .65 $ .45 
New York Pittsburgh 1.50 1.25 85 
Atlanta St. Louis 1.95 1.65 1.10 
Denver Seattle 3.75 3.00 2.00 
Boston San Francisco 9.50 7.50 5.75 


Where the charge is 50c or more, federal tax applies 
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IN COMING 


Steel—A Market Leader? 


S a stock, Steel has lost some of the starch from its 
shirt-front, but as an industry steel continues to be 
an accurate index of the state of general trade. So far as 
the investor is concerned, the question now is, will U. S. 
Steel’s common stock be able to live down its years of 
deficits and its period of absence of dividend payments? 
A return of more normal operating results and restoration 
of dividends may conceivably elevate the issue again to 
the status of bell-wether of the market. But if not, the 
stock appears to be one to be avoided. The answer is 
contained in a discussion of this long-time favorite, which 
is to appear at an early date. 


ISSUES 


The New York Bank Stocks 


HE shares of leading New York City banks have 

advanced on the average of about 50 per cent since 
these issues were pointed out as being definitely under- 
valued in the July 27, 1932, number of THe Financiau 
Worwtp. Year-end statements now available show di- 
vergent trends of earnings for the past 12 months, ranging 
from satisfactory dividend coverage to losses of up to 
$300 per share. New developments and new conditions 
demand a reexamination of this investment field, and an 
analysis of the group is now being prepared. 


R-K-O and Radio City 


HE two new Radio City theatres at the Rockefeller 

Center have now been cpen long enough to enable an 
analyst to obtain some idea of the effect of these ambitious 
projects on Radio-Keith-Orpheum’s earnings potentiali- 
ties. Since the opening, substantial changes have been 
made in R-K-O’s policies, which may or may not be re- 
flected in future earnings statements of the movie com- 
pany. 
its one-time stock market popularity, or are Roxy’s proj- 
ects destined to become an added source of worry to this 
Radio Corporation subsidiary? The problem will be the 
subject of a discussion in a coming issue. 


Will these innovations result in R-K-O regaining - 
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Adjust Your Investments Now 
to the Business Outlook 


HERE is general agreement among business observers that we are in the earlier 
phases of economic and investment recovery, but that does not mean that all 

lines of industry and all types of securities are going to move forward at a uniform 
pace. It does not even suggest that all will share in the rehabilitation of business and 
the reestablishment of investment confidence. On the contrary, just as there are valid 
reasons for moderate optimism for the riear future of some industries and for approving 
the retention or purchase of certain securities, so there are genuine grounds for the 
conclusion that other industries and other securities are lacking in promise and appeal. 


It is this situation that provides the investor with the opportunity of setting out now 
on a definite program for the recovery of his original investment capital and in- 
come, or for the establishment of a new portfolio which will be in harmony with 
business conditions and the investment outlook. 


NVESTORS whose holdings represent a “carryover” from the earlier days of the 
depression find the current situation particularly interesting, for it may not be 
necessary to employ additional funds at the outset. It may call in the beginning 
merely for a careful recasting of patt of the portfolio, and for the preparation and 
execution of an investment program that will give promise of steady progress toward 
the goal of capital and income recovery. 


Under the supervision of THE FINANCIAL WORLD RESEARCH BUREAU many investors 
are keeping their portfolios in the delicate balance that is the fundamental of successful 
investment, and we will be glad to discuss with you the application of our methods 
to your investment position. Should you enroll as a client you will find the pro- 
cedure very simple: You merely register with us the complete list of your securities, 
with their cost, provide us with all the necessary data regarding your requirements, 
objectives and resources, and then follow the direct, positive recommendations as 
they come to you. As your confidential investment counsel we lay out your pro- 
gtam at the time you enroll and once a month submit a survey of your progress. The 
cost is moderate—$100 for the full year of continuous personal guidance. 


The service is equally well adapted to portfolios that are currently well balanced, 
and is also designed for establishing new portfolios and directing the investment of 
new funds at the opportune time. 


The Financial World Research Bureau 
53 Park Place, New York, N. Y. 


Please send me your pamphlet that explains (without obli- 
gation tome) how your personal supervisory service would 
assist me to adopt a progressive investment program. 
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I enclose a list of my investments (showing the number 
of shares and their original cost) to guide you in telling me 
just how The Financial World Research Bureau will aid me. 
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qHIGHLIGHTS P 


Stocks have found encouragement in favor- 

able action of bond market — Professional 

traders dominant — Public reluctant to 

buy — Political uncertainty is a factor of 

importance — Volume increases on up side, 
and dries up on declines 


The 
Market Situation 


The rails stood out last week as giving the best group 
performance in the stock list, with their improvement aided 
by publication of favorable estimates of freight car loadings 
for the first week of the new year. In addition, recent earn- 
ings statements have carried the clear implication that the 
bottom in net railway operating revenues has probably 
been passed, and that with any improvement in 1933 
traffic at all, some rather remarkable earnings gains will 
result. Although the threat of financial difficulties still 
overhangs a number of the roads, optimists feel there is the 
possibility of liberalizing R. F. C. loaning policies so as to 
avert embarrassment on the part of major companies. 


Preferred stock movements continue to be characterized 
by 2 and 3 point movements in single trading sessions; the 
market for most preferreds is thin and good gains are ac- 
complished on small volume. Preferred stocks, of course, 
can be expected more or less to follow the movement in 
bonds, and the upward trend in the bond market during the 
past month has furnished one of the most encouraging fac- 
tors in the present situation. 


The valedictory of the retiring head of the Chase National 
(the world’s largest bank) opened with the statement that 
“the panic of the spring and early summer of 1932 is over. 
Financial confidence is greatly improved.” This is plainly 
indicative of a changed attitude on the part of the banks 
and may be regarded as foreshadowing the release of money 
for investments in other than U. S. Government bonds, a 
development which can be expected first to make itself felt 
in high grade corporation issues with funds later seeping 
into secondary issues, and finally finding reflection in the 
market for equities. 


A buoyant wheat market has had the natural effect of 
better prices for the farm equipments, although it is recog- 
nized that leading companies in this group in a month or two 
will turn in dismal reports for 1932, and even at present 
prices they appear to be amply priced in relation to probable 
near term earnings results. Introduction in the House of a 
bill that would eliminate state taxation of cigarettes pro- 
vided another fillip to the tobacco shares, which had 
accumulated a large short interest incident to the recent 
price cuts. The Westinghouse decision to distribute half a 


share of Radio for each share of its own stock had no 
effect on either issue. Motor shares were lifeless despite 
the annual Automobile Show in New York. 


The general market continues to be largely in the hands of 
professional traders, with the public reluctant to participate 
until trade improvement becomes more obvious. Volume of 
trading is much below what might normally be expected, 
and here and there can be detected signs of accumulation of 
promising issues. Political uncertainties, now an important 
factor of influence, will be with us for some months to come; 
but their importance will doubtless diminish if trade and 
industry show the progress expected of them during the 
spring. Corporation reports covering results of operations 
for 1932 and the fourth quarter are already beginning to 
come to hand; some slight improvement will no doubt be 
shown by numerous companies for the last quarter but, 
on the whole, the reports in themselves are likely to have 
little more effect on the general market than did those of the 
second and third quarters which have been published in 
past months. A remarkable feature of recent trading has 
been the tendency of volume to expand while prices moved 
forward, and to dry up on the declines, a condition that 
suggests absence of any significant amount of liquidation. 


Any really constructive news (particularly from political 
circles) would find security prices disposed to move materi- 
ally higher than recent levels, but lacking such an impetus 
we may have to await signs of the start of seasonal improve- 
ment in business to furnish inspiration. Despite the obvi- 
ous uncertainties prevalent in the situation, prospects for 
coming months appear sufficiently encouraging to warrant 
retention of good securities, especially those held on a long 
term investment basis. The attitude toward trading com- 
mitments may, of course, be subject to change according to 
developments of the weeks ahead. 
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The Trend 
Things 


Digest and interpretation 
of business and financial 
developments 


BUSINESS—First-of-the-year influences are clearly in evi- 
dence in current trade figures, and mixed trends will continue 
to characterize reports until the holiday factors have been 
completely passed. Nevertheless, definite improvement has 
been registered in several directions, electric output, for 
instance, showing an average decline from a year ago of only 
5.9 per cent for the three weeks ended January 7 as against a 
drop of more than 9 per cent as short a time ago as Decem- 
ber 10. Automobile dealers have now been stocked with new 
models, and output is declining somewhat. The trend from 
this point will be largely influenced by the demand that the 
various motor shows will be able to stir up. Building contracts 
let in the last week of the old year showed a contra-seasonal 
gain, and amounted to 18.5 per cent of the 1925-28 average as 
against 13.5 per cent for the preceding week. All in all, no de- 
cisive changes ‘have occurred in the general business picture 
during the past week or so; continued dullness is promised for 
January, but sometime along in February we should begin to see 
evidences of an upward trend that should carry through the spring. 


CREDIT—The Federal Reserve System’s policy of easy money 
has doubtless had the effect of arresting deflation in banking 
credit, but it has by no means resulted in a complete stoppage 
of the decline. The first statement of the new year for report- 
ing member banks shows another drop in total loans and in- 
vestments, the decline amounting to $91 millions (which 
occurred in spite of a gain of $17 millions in the New York dis- 
trict and a gain of $6 millions at Chicago). Some of these 
decreases doubtless reflect the writing off of losses at the end of 
the year, and it is to be hoped that this will be the last time 
such write-offs will be a factor. Both time and demand deposits, 
it is encouraging to note, continue their upward trend. Despite 
the extreme liquidity of leading banks, it is possible to find 
indications of a relaxation of lending policies. Some months 
ago the ery was that business could not obtain credit aeeommo- 
dations, but now bankers state that they can’t find borrowers. 
Just as soon as general business begins to show promise of ex- 
pansion, this situation will be changed. Responsible borrowers 
will not contract loans when the funds can not be profitably 
employed, but once they see an opportunity to use credit to 
advantage tbe loan account will show a rising trend. 


STEEL—The drop of only 161 tons in U. S. Steel’s unfilled 
orders for the month of December was very encouraging, and 
compared with previously circulated estimates of 25,000 to 
30,000 tons. Although December is normally a month in which 
the Corporation adds to its backlog, it is significant to note 
that a year ago at this time the loss amounted to 198,000 tons. 
. Examination of the figures for the past two years discloses a 
sharp improvement in this barometer of general business. 
While unfilled orders at the end of 1932 showed a gain of 1,838 
tons over the July figure, during the same period of 1931 the 
order book was showing successive declines and ended up with 
a net loss of 669,463 tons for the five months. Estimated rate 
of steel mill operations has been increasing, two successive 
gains bringing present production up to about 15 per cent of 
capacity, a trend which is normal at this time of the year and 
which usually becomes more pronounced later in the month. 
The industry as a whole still has a long way to go before 
attaining its estimated ‘‘pay-point” of 35 to 40 per cent 
operating rate, but that level may be reached during 1933. 


POLITICS—It is becoming increasingly apparent that the 
present session of Congress will probably end with little or no 
constructive work accomplished, and with the budget still 
badly out of balance. Congressional sessions usually add at 
least some degree of uncertainty to the business situation, but 
in this instance the calling of a special session for the purpose 
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of instituting governmental economies and raising additional 
revenues to balance the budget would in all probability be 
greeted as a move which would improve confidence. With 
unified control of both the legislative and executive branches 
of the government, the country should obtain needed action 
with more smoothness and dispatch than is now possible. 


WHEAT—F actors of improvement in the wheat situation have 
been pointed out a number of times in recent weeks, but until 
very recently progress in fundamentals has been ignored by 
price movements by this commodity. There was no especial 
news to explain the rise above the 50-cent level last week, and 
the advance seems to have been the result of the cumulative 
improvement in sentiment. Perhaps growing opposition to the 
proposed domestic allotment plan in its present form had 
something to do with the movement, but more important 
seems to be the fact that the winter wheat crop in this country 
will be extremely small, world output next season will probably 
be materially reduced, and indications are that present sup- 
plies in importing countries are below usual levels. Legislative 
tinkering had much to do with bringing about present low 
wheat prices, and if the politicians can be induced to keep their 
hands off the situation now, we can confidently look forward 
to a righting of matters by the workings of economic laws. 


MARKET VALUATIONS—During the short time the mar- 
ket has been in the new year, it has made encouraging history. 
Out of a total of seven trading days, four showed declines while 
three established advances. The four delines were very moder- 
ate. The three advances were wide, compared with what we 
have recently been witnessing. Volume drys up on declines and 
picks up with any favor shown to the upside. In reviewing 
the markets of the past several months it is also worthy of 
note that at the low points the market broadens out in respect 
to the number of issues traded in despite a reduced actual 
turnover in stocks. Upon reaching higher prices the market 
narrows down, with activity centered in fewer issues. A period 
of accumulation might be recognized in these characteristics. 
The side sway of the market adds testimony to that theory. 
Stocks are steadily becoming harder to obtain in any real 
volume without moving prices up sharply in specific cases. 
lor the seven trading days so far in this new year, market 
values have inereased $1,470 millions. The market is reaching 
for the November highs, which will likely provide the next 
proving ground. In holding to its gains at this level and showing 
the strength to move through that point, a further advance to 
the late September and early October price range would be a 
likelihood. The volume for the week showed little change from 
preceding sessions and adjusted to a monthly rate amounted to 
2.27 per cent. The loan situation remains practically un- 
changed, although it might be considered as strengthened by the 
evidence of stocks reaching higher levels without proportionate 
loan increases. The loan ratio of 1.41 per cent substantiates 
that conclusion. The average price of all listed stocks is’$18.80 
a share as compared with $17.37 at ihe turn cf the year, and the 
loans carrying them average 26 cents a share. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 
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Tue Components: This is an unweighted index of five sensitive series 
of industrial activity: new building contracts, electric power production, 
automobile output, steel mill activity, and merchandise, miscellaneous 
and less-than-carload freight traffic. Adjustments have been made for 
normal seasonal variation, and the average for the four years 1925-1928 
is used as the base. ‘ 
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Currency Tinkering 
Bring Prosperity...... 


INFLATION: 


What It Would Mean— 
To You? 
To Your Business? 
To Your Securities? 


variably bring proposals for inflat- 

ing the currency in order to relieve 
the debtor of a part of his load, and be- 
causeitisamong this class that the greatest 
number of votes lie, it is natural to find 
politicians casting about for a ‘‘work- 
able” scheme of inflation. Cutting the 
gold content of the dollar is a proposal 
easily understood by everyone, and conse- 
quently has the greatest number of sup- 
porters. But let us see what would 
actually happen if the gold content were 
reduced by, let us say, 50 per cent, a pro- 
posal that was recently made in the 
Senate. 


commodity prices in- 


An Important Exception 


If our economie system were isolated 
and had no connections or relationships 
with other nations, the effect of such de- 
basement would be practically nil, as for 
purely domestic purposes it would make 
no difference whether a dollar could be 
exchanged for 23.22 grains of gold cr for 
half that amount. The one most im- 
portant exception constitutes debt con- 
tracts containing the gold clause which 
provides for payment in gold dollars at 
the present weight and fineness. Their 
value would automatically be doubled. 
This category includes practically all 
governmental obligations and the bulk of 
industrial bonds and debentures. This 
debt, therefore, would become unbearable 
unless the gold clause were invalidated by 
law. Whether such legislation could be 
enforced would depend upon the Supreme 
Court, which would be called upon to de- 
cide the constitutionality of such an act. 
It appears at least doubtful whether nulli- 
fication of the gold clause could be upheld 
inasmuch as it would be outright con- 
fiseation of property. This consideration 
alone should discourage the advocates of 
the plan. 

The effect on the dollar in foreign ex- 
change markets two weeks ago when de- 
valuation of the dollar was discussed in 
the United States Senate, gives some indi- 
cation of the immediate consequences 
should such measures come under serious 
consideration by our legislative bodies. 
As possession of gold alone would offer 
100 per cent safety against losses through 
currency devaluation, its mere possi- 
bility would lead to raids upon our gold 
reserves by foreigners and our own citi- 
zens, as well as to a wholesale conversion 
of United States currency into foreign 
currencies still on the gold standard. Such 
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a development would force our govern- 
ment immediately to suspend the con- 
vertibility of our notes into gold and we 
would be off the gold standard with little 
ecremony. The dollar would fluctuate 
like other currencies not attached to gold, 
until the level would be reached at which 
convertibility into gold could be resti- 
tuted. 

With gold no longer obtainable, the 
next step would be a flight from currency 
and fixed income bearing securities into 
real values, such as commodities, real 
estate and common stock, the latter repre- 
senting equity in plants, buildings, ma- 
chinery and inventories. There would be 
a mad rush to dump bonds, debentures 
and preferred stocks on the markets, with 
a corresponding decline in prices, whereas 
commodities and common stocks would 
skyrocket under the attack of this ex- 
traordinary demand. The effects of 
wholesale liquidation of bonds would be 
disastrous to governmental financing, as 
floating of new issues would become 
practically impossible. Even after the 
restoration of the gold standard at a 
lower level, confidence in governmental 
securities would recover only slowly from 
the shock reecived. Furthermore, the 
urge to save, which is the source for pro- 
gressive capital formation, would dis- 
appear, temporarily at least, and be re- 
placed by a period of profuse spending, 
which of course would stimulate business. 
In addition, people enjoying credit would 
borrow to the utmost to acquire real 
values, and at the end of the process 
debts would probably be as large or even 
larger than before. The severity of all 
the disturbance and unsettlement to trade 
and industry accompanying a debasement 
of the currency, as well as the loss of 
financial prestige abroad and the hard- 
ship suffered by practically everyone, can 
hardly be exaggerated. 


Effects of Readjustment 


After the country had gone through 
this laborious process of readjustment, 
what would be the final results? Let us 
still assume that the dollar had been 
fixed at half its present weight and that 
the gold clause had been invalidated. 
Theoretically a debasement of the dollar 
would be accompanied by a correspond- 
ing inerease in the general price level, in- 
cluding wages and salaries. However, as 
indicated by precedents, the latter two 
items always lag decidedly behind the 
rate of devaluation of the currency. But 
for the purpose of our discussion we may 
assume that at the end of that process 
wages and salaries would have been 
doubled. 

The only class to record any advantage, 
though one of relative merit, would be 
the present day debtors; first, the Gov- 
ernment itself. As our governmental debt 


is exclusively internal, the amount would 
remain nominally the same, but in terms 
of gold, interest and principal payments 
would be halved. Inasmuch as taxes 
from various sources are levied largely on 
a percentage basis, governmental revenues 
would have bocn increased correspond- 
ingly, resulting in a balanced budget pro- 
vided that governmental expenditures for 
other purposes than debt service, es- 
pecially pensions and similar appropric- 
tions, would not have increased according 
to the rise in the general price level. On 
the other hand, all owners of goverr- 
mental securities would see their holdings 
helved in real value and the income rc- 
ceived would have only half the pur- 
chasing power which it had before. 
Likewise the railroads, public utility 
enterprises and industrial corporations 
with large bonded debt would become 
rclieved of half of the burden of their 
fixed charges, of course to the detriment 
of the holders of such obligations. Finally, ° 
farmers would be enabled to resume pay- 
ments on thoir reduced morigagos, shift- 
ing the loss in real value of these obliga- 
tions to those who credulously have 
placed their money in such mortgages. 


Effects of Savers 


As the bulk of such fixed income bear- 
ing securities is held by savings banks ard 
other banking institutions, by insurance 
companies, trusts, corporations and indi- 
viduals, nearly every citizon in the United 
States would be more or less affected by 
such a debasement of the dollar and 
would sustain a loss. In other words, 
the average citizen, who has placed his 
life savings in a savings bank, who holds 
life insurance, or as the safest of all, owns 
governmental bonds, would find himself 
deprived of half of the purchasing power 
which he had accumulated by thrift and 
hard work, a development which from a 
social and moral angle is absolutely un- 
desirable. 

Most of the propaganda for a debaso- 
ment of the dollar ori;inaics in the farm- 
ing districts as under the present price 
structure the mortgage dobt has in many 
eases become unbearable. However, 
would the farmer be able to record a real 
and lasting gain from a devalorization of 
the dollar? Certainly his debt burden 
would have been lessened through a de- 
basement of the currency, and the ensuing 
higher general price level would bring him 
nominally a larger income. On the other 
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hand, the farmer would have to pay higher 
prices for all the necessities which he does 
not produce himself, and there is no guar- 
antee that he would not again go into 
debt, after he has been released from 
previous debts in such an easy fashion. If 
we look to European countries which 
have gone through such periods of infla- 
tion, we find adequate support for this 
theory, as a number of years after the 
establishment of a new debased currency, 
farmers in those countries are again in 
debt and are again asking for government 
help. 

Furthermore, it is true that a debase- 
ment of the currency would at least 
temporarily help our export trade of 
agricultural and manufactured goods, 
which apparently would be considered as 


a gain for our economic system. On the 
other hand, it would tend to curtail im- 
ports, as in the international markets our 
currency would have lost half of its 
previous value. For the United States, 
the largest creditor nation, such a de- 
velopment would be absolutely undesir- 
able as it would make it still more 
difficult for our foreign debtors to meet 
their obligations. These obligations also 
contain the gold clause and it is a matter 
of conjecture whether the clause as ap- 
pearing in contracts with foreign debtors 
would also be declared void. In similar 
instances in Europe such eases have been 
referred to the World Court which has up- 
held the gold clause in principle, and later 
on special arrangements have been made 
in each individual case according to the 


debtors’ capacity to pay. However, this 
matter is highly conjectural and the 
probabilities are that a debasement of the 
dollar would result in further losses to | 
holders of foreign bonds, including those 
which at the present time are still re- 
garded as fundamentally safe and sound. 

The net result of a debasement of the 
dollar would be equivalent to an enormous 
levy upon property, a tax which could 
never be imposed upon the people of the 
United States by ordinary legislative 
procedure. The relatively small tempo- 
rary advantages to be gained by a few 
would hardly be worth the sacrifices ex- 
acted from the entire population. There- 
fore, hands off the dollar! Tinkering with 
the currency has never brought back 
prosperity and never will. 


Most Attractive of the Motors 


sidered to have an average useful 

life of about seven years, but that 
its life span may be rather elastic under 
stress of circumstances is proved by the 
increasing number of cars of greater age 
now seen in service. It has thus been in- 
evitable that the manufacturers of motor 
ears, as makers of durable goods, should 
suffer a severe shrinkage in business 
volume during the past three years 


NN AUTOMOBILE is generally con- 


despite the unquestioned position of their 


product in our economic and social life. 


1932 e Slump Year 


The decline in unit production in 1932 
was, in both actual number and _ per- 
centage, the most substantial sustained by 
the industry since its days of infancy at 
the beginning of this century. The statis- 
tics commonly accepted as an index of 
productive activity are the figures for 
output of cars and trucks in the United 
States and Canada as compiled monthly 
by the U. S. Department of Commerce. 
The figures for December are not yet 
available, but the indicated total for 1932 
is about 1,436,000 units, a decline of 
about 40 per cent from the 1931 total of 
2.472.359 and about 74 per cent below 
the 1929 peak of 5,621,715 units. This 
sharp drop in output has been roughly 
paralleled by declining new passenger car 
and truck registrations in the United 
States, which in 1932 were 43 per cent 
below 1931 and about 71 per cent below 
1929. 

Despite this drastic decline in business 
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volume which has plunged the industry’s 
income account deeply into the red, finan- 
cial strength has remained unimpaired as 
has the aggressive confidence of its 
leaders in the future of the motor car 
in this country and the world. An out- 
standing characteristic of management 
policies of the past three years has been 
the unflagging determination to stimulate 
a compelling buying interest through 
offering of greater and greater values at 
lower and lower prices. For example, the 
average retail price of passenger cars in 
1932 was $720 compared with $765 in 
1931, and present indications suggest an 
even lower figure this year. Trucks simi- 
larly declined in retail value in 1932 from 
an average of $824 in 1931 to $776. As 
might be expected, there has been an 
increasing concentration of sales in the 
low priced lines, which has resulted in 
determined entry into this field by several 
manufacturers who had formerly confined 
their activities to higher price brackets, 
Among the notable developments of the 
depression in this respect have been the 
introduction of the Plymouth by Chrys- 
ler, of the Rockne by Studebaker, of the 
Terraplane by Hudson, and this year the 


new Continental lines. Chevrolet has 
maintained its predominant position and 
Ford has enlarged his low priced offerings 
with the Ford eight. 

It is a customary part of building up 
publicity for the annual shows for the 
leaders of the industry to issue state- 
ments of review and forecast. It is only 
natural that they should reflect the same 
spirit of hope that has actuated the 
preparation of the new and improved 
products which are being presented. 


Tempered Forecasts 


There is no implication of insincerity in 
this connection, despite the fact that 
these hopes have been rudely shattered 
by subsequent events in each of the past 
three years. Doubtless for this reason 
there has seemed to be this year a some- 
what greater restraint in the forecasts 
offered, although emphasis is placed upon 
the same broad underlying conditions that 
have been given reliance in other recent 
years as a basis for anticipating improve- 
ment in sales. These are, briefly, the 
greater values and lower prices impinging 
upon the admitted latent desire of nearly 
everyone in the country to own a ear (or 
a better car) and, in the light of a mod- 
erate lifting of the clouds of depression, 
releasing the large accumulated replace- 
ment demand of the past three years. 

An impartial review of the general 
economic background against which the 
1933 offerings are being presented, and a 
eareful consideration of the offerings 
themselves and their attendant publicity 
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leaves one with the impression that not- 
withstanding the admitted uncertainties 
and problems remaining in the picture, 
the industry has a better and more defi- 
nite basis for restrained optimism than 
could be found in either of the past two 
years. 


Rating the Leaders. 


Present indications are that the total 
1933 volume of production will at least 
moderately exceed that of last year, but 
present extremely competitive conditions 
are likely to remain and result in con- 
tinued narrow profit margins for even the 
most favorably situated producers. On 
the basis of last year’s performance, 
Chrysler and General Motors appear to be 
in about the best positions to translate 
expanding sales volume into net profits. 
Chrysler, ia particular, was able suffi- 
ciently to withstand depression influences 
so that its total sales volume declined only 
about 14 per cent as against 42 per cent 
for the industry as a whole. Although a 
deficit will be reported for 1932, this will 
be due to the heavy charge-offs of the 
third quarter incident to preparation for 
new models and extensive advertising. 
The company’s cash position is adequate 
to maintain the present $1 annual divi- 
dend rate until more normal earnings 
are realized this year, and the stock has 


speculative possibilities for those who are 
willing to ignore probable intermediary 
price fluctuations in the next month 
or so. 

General Motors apparently lost some 
ground during 1932, with its indicated 
portion of total sales at about 38 per cent 
for last year as against about 43 per cent 
in 1931. From the standpoint of sales 
volume, its Pontiac models made the 
best showing, their decline for the year 
amounting to only about 4 per cent. The 
company’s largest single source of reve- 
nues, however, is found in its Chevrolet 
Division, and a survey of 1935 models 
suggests that this year will probably see 
some of the company’s lost ground re- 
gained. So far as per share earnings re- 
covery is concerned, General Motors’ 
extremely large number of shares out- 
standing mitigate against the showing of 
striking gains, but nevertheless the stock’s 
speculative possibilities are sufficiently at- 
tractive to warrant inclusion of a moder- 
ate amount of the issue in a diversified 
list. 


What About Auburn? 


Auburn’s sales and earnings last year 
were not up to expectations, particularly 
in view of the speculative moves experi- 
enced by the company’s stock on nu- 
merous occasions. Its 1933 models pre- 
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sent no radical departure from those of 
last year and a recapture of earnings to 
the levels attained in the 1931 fiscal 
year does not appear in early prospect. 
Because of the volatile action of the stock 
in rising markets, higher prices are by no 
means improbable in coming months, but 
earnings would have to expand materially 
to justify even present levels. 


Other Comers 


Nash will doubtless do better this year 
than last, if accorded a somewhat better 
volume of sales, and it has the great 
advantage of very small overhead. Its 
financial position is strong for a company 
of its size, and operations last year re- 
sulted in the only profit in the industry. 
Studebaker performed the outstanding 
feat of producing more ears in 1932 than 
in 1931 (ineluding its new Rockne), but 
profit margins were far from adequate 
and much progress will have to be made 
along this line before satisfactory earn- 
ings are realized. 

Of the remainder of the field, it appears 
unlikely that any company will be able 
decidedly to capture the publie’s fancy, 
such as Auburn did two years ago and 
Hupmobile did in 1928, and if they are 
able merely to maintain their present 
share of the available business they can 
count themselves fortunate. 


Railroad Danger Signals 


by several railroads in 1932 in their 
efforts to meet maturities on bond 
issues and bank loans and the present 
outlook for railroad securities in general 
suggest that certain railroads will have 
similar troubles in 1933. Railroads which 
have to find a way of satisfying owners 
of large, widely held bond issues which fall 
due in the current year a”e not precisely 
the favorites of the gods. The probabili- 
ties are that one or two receiverships, or 
possibly more, will be precipitated by 
bond maturities. On the other hand, two 
of the railroads having the largest 1933 
maturities will probably be able to over- 
come whatever difficulties may arise in 
connection with their maturing bonds. 
Under present conditions, emergency 
measures are necessary to meet most 
bond maturities. Very few railroad bonds 
have sinking funds, and it has been the 
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By GeorGce H. Dimon 


practise to regard most of the bond in- 
debtedness of the railroads as permanent 
debt. In the past, most rail bond issues 
have been paid at maturity by the sale 
of a new issue of bonds of similar amount. 
Under present conditions, not more than 
a dozen railroads, at the most, could sell 
new bonds in the usual way, and even 
in the ease of these strongly situated 
carriers, the bankers would, in almost 
every instance, feel justified only in 
taking equipment trust certificates or 
senior mortgage bonds if they should be 
interested at all. Even so, sales would 
have to be on a high yield basis, and in 
any event, most rail companies do not 
have senior mortgage bonds available for 
sale. Most senior mortgages are closed 
and not renewable. The regular practise 
has been to use bonds having junior or 
intermediate ranking for refunding or 
new financing. 


\ 
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Since the usual sources of financing are 
practically closed to the railroads, and 
will probably continue closed through 
most of 1933, possibly longer, the ‘ail- 
roads with 1933 bond maturities have 
but two means of avoiding default, loans 
from the Reconstruction Finance Cor- 
poration and extensions or exchanges for 


new bonds. A combination of the two 
has been used for most of the 1932 
maturities. In most eases, the R.F.C. 


has advanced a loan permitting the rail- 
road to make a cash payment of 50 per 
cent of the par value of the maturing 
obligations, insisting that the creditors 
meet the company half-way by accepting 
new bonds in exchange for the remaining 
50 per cent of the principal. The notable 
exception is to be found in the terms of 
the refinancing for the October 1, 1932, 
maturity of the 6 per cent notes of the 
New York, Chicago & St. Louis, or 
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1933 RAILROAD BOND MATURITIES AND BANK LOANS 


(Bond maturities from January 15 to end of year; bank loans as of Oct. 31, 1932) 


{Total Bond 


Bank Loans 
and Other 


Maturities Date of Largest Bills Payable 
Railroad 000 omitted Maturities 000 omitted 
Baltimore & Ohio (Syst.).......... *74,188 Mareh 1, October 1 $20,400 
ee 1,955 February 1 6,700 
Chesapeake & Ohio.............. *4,312 May 1 4,700 
*3,711 January 15 2,000 
Chicago & North West............  *15,247 May 1, October 1 21,739 
Chicago, Rock Is. & Pac. (Syst.)... 14,125 
Denver & Rio Grande W.......... 4,035 
*42,538 July 1 6,500 
Illinois Central (Syst.)............ *4,700 May 1 60 
Minn., St. P. & S.S.M...... 14,77 
*36,930 May 1 19,800 
New York Central (Syst.)......... *21,598 May 1 65,900 
N. Y., New Haven & Hartford..... 14,875 
N. Y., Ontario & Western......... 1,170 
Pennsylvania (Syst.).............. *6,731 
Pittsburgh & West Virginia..... .. 896 
St. Louis Southwestern............ 1,187 
Southern Pacific (Syst.)........... *9,373 May 1 7,003 


In addition to the companies included in the above tabulation, the following show: 


1. No 1933 bond maturities and no 
bank loans: 
Atchison, Topeka & Santa Fe 
Bangor & Aroostook 
Chicago, Burlington & Quincy 
Missouri-Kansas-Texas 


*All maturities of less than $500,000 omitted. 
than $500,000. 


yEquipment trust obligations included. 


2. No bank loans, but 1933 bond 
maturities amounting to less than 
$500,000: 

Colorado & Southern 
Delaware & Hudson 
Kansas City Southern 
Northern Pacific 

Wheeling & Lake Erie 


tLess 


**Nickel Plate.”” The cash payment on 
th»se unsecured notes was only 25 per 
cent, the remaining 75 per cent being 
covered by a new note issue. 

There were apparently two reasons 
why the loan to the Nickel Plate was 
limited to an amount sufficient to pay 
only 25 per cent of the maturing obliga- 
tions in cash. First, the notes constitute 
an unsecured obligation; second, the 
road was not able to deposit sufficient 
collateral to justify a larger loan, in the 
opinion of the LC.C. and the R.F.C. 
management. While the ‘‘50-50 arrange- 


ment” may be taken as a precedent, 


which will probably be followed in 1933, 
the question of adequacy of collateral will 
become increasingly important, unless 
eurrent agitation for amendment of the 
law to permit loans to railroads without 
collateral security leads to revision of the 
R.F.C. legislation. A significant number 
of railroads have already exhausted their 
collateral, and numerous others have 
relatively little left which would be 
acceptable. 

The situation may be greatly altered 
by legislation or a change in the policies 
of the new administration as compared 
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with those now in effect, but under 
existing conditions large bond maturities 
in 1933 must be regarded as danger sig- 
nals and, probably to a lesser extent, 
large bank loans and other bills payable 
should be considered in the same light. 
However, the amounts of the obligations 
for each road (given in the accompanying 
tabulation) should not be taken alone as 
sole criteria of the financial outlook for 
the various earriers. The existence of 
large maturities or bank loans should be 
taken as a warning of the need for careful 
investigation of all aspects of the indivi- 
dual situation. 

In some cases the impending maturities 
or floating debt seem likely to lead to 
major financial difficulties or capital 
readjustments in 1933; in others, the 
circumstances are such as to assure, or at 
least suggest that there will be no such 
developments. The Baltimore & Ohio 
and the Great Northern have the largest 
bond maturities this year, but the indica- 
tions are that both roads will cope success- 
fully with the situations created by these 
maturities. The Baltimore & Ohio has 
already obtained deposits of almost 90 
per cent of its 444 per cent bonds matur- 


ing March 1 under a plan providing for 
50 per cent eash payment with funds 
loaned by the R.F.C., and 50 per cent 
exchange for new bonds. The Great 
Northern will probably have to obtain 
the assistanee of the R.F.C. to meet its 
large July 1 maturities, but there is every 
reason to believe that such assistance will 
be forthcoming. The road is in sound 
financial condition, is reasonably eapi- 
talized, and has contracted no Finance 
Corporation or Railroad Credit Corpora- 
tion loans to date. i 


Other Financial Problems 


Other roads having large aggregate 
bond maturities for 1933, viz. Chicago & 
North Western, Missouri Pacific, New 
York Central and Southern Pacific, also 
have large loans and bills payable. It 
appears rather doubtful that Chicago & 
North Western and Missouri Pacific can 
avoid readjustments. The New York 
Central situation is by no means free from 
uncertainties, but since its 1933 maturi- 
ties are mainly equipment trusts and its 
large bank loans are held by friendly 
interests, the numerous rumors of em- 
barrassment for this road do not, at this 
time, appear to have good foundation. 
There is nothing in the Southern Pacific 
situation to suggest any major financial 
difficulties in 1933. 

Other companies having large loans 
and bills payable are Chicago, Rock 
Island & Pacific, Delaware, Lackawanna 
& Western, N. Y., New Haven & Hartford 
and the ‘‘Soo Line’ (Minneapolis, St. 
Paul & Sault Ste. Marie). If there are to 
be readjustments in the Rock Island 
situation, it would seem logical that they 
might be postponed until 1934, in which 
year the company has very heavy bond 
maturities. The financial backgrounds 
of the Lackawanna and the New Haven 
are sufficiently strong to suggest that 
difficulties can be avoided. Since the 
Soo Line is intrinsically in a very weak 
position, and since there have recently 
been suggestions that the Canadian 
Pacific, which owns control, may decline 
to lend any further financial assistance or 
credit to this company, the outlook for 
this carrier does not seem especially 
bright. 

Factors other than maturities of funded 
debt and magnitude of floating debt must 
also be weighed in any judgment of a 
railroad company’s prospects, notably 
size and balance (or lack of balance) of 
capitalization, and the past and current 
earnings record. Where the eapitaliza- 
tions are moderate and well balanced, 
and the indications point to 1933 earn- 
ings which will not fall far short of eover- 
ing present fixed charges, even substantial 
bond maturities and large bank indebted- 
ness need not be ‘‘ viewed with alarm.” 
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The Tide Gold Rising 


—Without Having 
to Mine the Metal 


RISE in the world price level of commodities would solve practically 
every economic and financial problem that now lies in the path of 
business recovery. Given sufficient time, prices would tend to improve as a 
result of the greater output of the gold mines now being witnessed, but an 
additional factor is at work that will augment the supply of monetary 


comes the dominant economic 

force. Those times are when there 
is a great change in the world’s monetary 
gold supply. The greatest change of 
which there is historical record occurred 
in the sixteenth century when, due to 
huge gold imports into Europe as the 
result of Spanish acquisition of treasure 
in America, the price of commodities 
tripled. In more modern times the gold 
discoveries in California and Australia 
around 1850 resulted in a commodity 
price rise of 50 per cent by 1870; gold 
output decreased from then until 1896 
and commodity prices declined to 1850 
levels. In 1896 gold was discovered in 
South Africa and commodity prices rose 
steadily until 1912, by which time they 
had again increased 50 per cent in this 
country and the politicians were trying 
to find some way of combating the ‘high 
cost of living.” 


are times when gold be- 


Solving the World's Problem 


Now the politicians are engaged in 
trying to find some way of increasing the 
cost of living, as witness the various 
“inflationary” or ‘‘dilution of the dollar” 
measures proposed, including even 
Bryan’s free silver doctrine. There 
is no question but that a rise in the world 
price level would solve practically every 
problem, domestic or foreign, now being 
discussed. Walter Lippmann has aptly 
described the condition in saying: ‘‘ Whe- 
ther they like it or not, whether they 
know it or not, the best laid plans of 
statesmen will be tested not by their 
intentions, not by their success in inter- 
preting the present feelings of their con- 
stituents, but by the great enveloping 
and controlling movement of world prices. 
They are like the supply of oxygen in a 
room. The people in the room are for 
the most part unconscious of the quality 
of the air they breathe. But let someone 
increase the supply as during the recent 
inflation and they become preternaturally 
lively. Let someone shut off the supply, 
as in the deflation, the strongest and the 
brightest will grow listless and faint. 
So it is with respect to the plans of Mr. 
Hoover and Mr. Roosevelt. They can 
not escape the fact that they live in a 
society governed by the price system. 
There is no way they can isolate them- 
selves or the country against the deter- 
mining effect of prices. The course of 
prices is the fundamental condition of 
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all their immediate plans, and the 
dominant factor making for success or 
failure.” 

It is quite clear that a great increase 
in the supply of monetary gold will cause 
prices to rise. What perhaps is not so 
well known is that just such an increase 
is currently taking place. In 1929 the 
world’s monetary gold supply (it is only 
the monetary supply which is effective 
on the price level) was slightly more than 
$10 billions; at the close of 1932 it was 
nearly $12 billions, and the year 1933 
promises to add another billion to this 
total. Where is this gold coming from? 
In the first place, low material and labor 
costs during a depression always result 
in increased gold mining activity. The 
world’s gold output in 1932 was about 
$475 millions compared with $320 millions 
in 1922. In the second place, the use of 
gold in the arts always decreases during a 
depression and that much more is there- 
fore added to the monetary supply. In 
the third place, gold comes out of hoard- 
ing—England in a single year gathered 
in about $60 millions of gold which 
came from hoards and melted-down 
ornaments. In the fourth place, a great 
change is currently manifesting itself in 
India—the world’s gold sink. 

For 5,000 years the natives of India 
have hoarded gold. Since 1900 India 
has imported about $2 billions in gold, 
and the gold hoard there can now be 
estimated at about $4 billions. For the 
first time in history geld, instead of being 
imported into India at the rate of nearly 
$100 millions per year, is being exported 


‘and at the rate of about $400 millions 


annually. This latter change in India is 
by far the most important single factor 
in so hugely augmenting the world’s gold 
supply. In other words, the net change in 
the Indian situation is equal to the output 
of all the world’s gold mines in a year. 


Why India Exports Gold 


India is exporting gold for two reasons. 
First, Gresham’s law is operative—the 


depreciated currency, the rupee tied to™ 


the pound sterling, is driving out gold— 
bad money is driving out good. Second, 
India owes England about $3 billions (in 
Sterling equivalent) and now by the ship- 


ment of say $2 billions in gold can come’ 


pletely extinguish that indebtedness. 
Thus as long as sterling is unstabilized, 
the exports of gold from India promise to 
continue. It therefore seems fair to as- 
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sume that the current rate of increasing - 
the world’s monetary gold supply will 
continue during 1933, and that rate is 
nearly 10 per cent per annum. 

A rising supply of gold is at times 
highly effective on the price level, as it 
was in the sixteenth century, or slow and 
insidious, as it was between 1850 and 
1870 and between 1896 and 1912. In 
those two latter periods commodity prices 
rose about 24 per cent per year. The 
new gold came out slowly. But in the 
present instance the tempo is swifter.. As 
a Consequence it appears logical to expect 
that once this movement gains momentum 
it will operate at a faster rate than in 
these two preceding periods. For three 
and one-half years the businessman and 
investor who kept out of debt and kept 
his business and holdings highly liquid 
has fared best. Is a complete reversal 
of that policy now indicated? 


The Effect on Investments 


Certainly, if a world-wide recovery in 
the price level takes place, the holder of 
gold will lose because the purchasing 
power of gold will decline. Similarly the 
holder of very high grade investments 
will lose because the purchasing power of 
principal and interest will decline, and a 
rise in the commodity price level will 
lead to higher interest rates and thus 
further adversely affect the price level of 
very high grade investments. Between 
1896 and 1912 the British consol, then 
recognized as the world’s premier in- 
vestment security, declined about 30 
per cent in price. Per contra, medium 
and low grade senior securities and 
equities are the great beneficiaries of 
such movement. It should be further 
borne in mind that (1) the current price 
level is low, (2) all the ingredients are 
present for a huge expansion of credit 
and (3) central banking policy is directed 
at a higher price level. In conclusion, it 


ean truly be said that while the time ele- 
ment can not be forecast, the effect of an 
increasing supply of monetary gold upon 
the prices of all bonds, stocks or commodi- 
ties which may be classed as speculative 
is more decided and certain in its opera- 
tion than any other single factor. 
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gold at a rate much faster than it can be removed from the ground. “ae 
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The Bond Market 


Will Speculative Bonds Rise 
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CEPT for a few minor rallies, 
K second grade and _ speculative 

bonds declined steadily in market 
price from the first week in September, 
1932, to the Christmas holidays. The 
length of this decline makes the sharp 
reversal of trend since the Christmas 
week-end doubly interesting. The so- 
called ‘‘secondary bonds” as a group have 
been showing good gains almost every 
day, while the highest grade issues, which 
were conspicuously strong in December, 
have been marking time. There is wide- 
spread interest in the question, ‘Will 
speculative bonds rise further?” 

All types of speculative bonds, in- 
cluding foreign, public utility and indus- 
trial issues, have participated in the rally, 
which is one of the outstanding develop- 
ments in the financial markets of the first 
two weeks of the new year, but the ad- 
vance has been led by the medium and 
low grade railroad bonds. In view of the 
numerous special factors affecting rail- 
road obligations, it is necessary to discuss 
these bonds separately. It is widely recog- 
nized that there are not a few railroad 
companies which will have to undergo 
recapitalizations, probably in the current 
year. The junior bonds of railroads which 
appear to have at least a fair chance to 
avoid capital readjustments have, in 


L 


most cases, advanced more vigorously 
since the holidays than those about 
which there is considerable doubt, but 
even the latter class has participated in 
the rally. 

This would be an anomaly were it not 
for the good prospects for passage of pro- 
posed Federal legislation amending the 
bankruptcy laws either at the short session 
or the expected special session of Congress. 
The new’administration is understood to 
favor legislation permitting the railroads 
to effect recapitalizations with the assent 
of two-thirds of the security holders. Such 
emergency legislation, barring minority 
‘‘holdouts,” although radical, would be 
desirable from at least one viewpoint, in 
that it would make unnecessary the long 
delays and great expense involved in 
railroad receiverships. The prospect of 
quick, inexpensive readjustments would 
have major effects upon the market for 
bonds of railroads which must scale down 
their capital structures. In many cases, 
junior bonds of railroads either in or 
threatened with receivership are now sell- 
ing for a very small fraction of par value, 
not because of fear that there will never 
be any earnings applicable to these 
bonds, but because of the belief, probably 
justified, that the long duration and ex- 
pense of receiverships will prevent the 
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Further? 


payment of any cash return for a period 
of years. There are numerous cases where 
the earnings of the railroads represented, 
even on current low traffic volume, are in 
excess of 8 per cent of the current market 
value of the bonds. Even if the par value 
of these bonds were to be scaled down 
drastically, the bonds would probably 
advance materially in market price if 
there were good assurance that the opera- 
tion could be completed quickly, and 
interest payments initiated on the new 
basis without the long delays which have 
generally characterized rail receiverships, 
A possible change in the R. F.C. Act 
permitting loans without collateral would 
also help the rail market. 

In regard to other types of secondary 
bonds, it is interesting to note that the 
market for these bonds and the stock 
market usually move together, and that 
the stock market has discounted a spring 
revival in business activity every year 
since the beginning of the bear market. 
Apparently this seasonal influence is now 
at work. How far it will carry through 
depends, to an unprecedented extent, 
upon political developments. Given 
constructive encouragement from this 
quarter, however, we may logically expect 
the current upward movement in secon- 
dary bonds to carry further. 


NEW BOND OFFERINGS FOR THE WEEK 


(New offerings aggregating less 
than $1,000,000 are not included) 


Amount’ Interest Offering Yield or 
Name of — Offered Date Price Basis % 
Consolidated Gas, lectric Light & Power Co. of 
Los Angeles, Calif., City of, Water Works..... 1934-73..... 2,000,000 J.& J. 2.50-4.60 
San Francisco, City & County of............. 1936-47..... 2,160, 3.00-4.10 
BONDS CALLED THIS WEEK 
(Except in cases of entire issues called amounts 
called for less than $10,000 are not included) Call Date 
Ne; Name of Issue Amount Price Payable 
Consolidated Gas, Electric Light & Power Co. of 
Northern NM. VY. Utilities, Ime... first lien & $20,000 103 er. 1, 3933 
Youghiogheny & Ohio Coal Co............... 1045 oe 73,000 100 eb. 1, 1933 


Note.—Coupon paying agents or trustees will supply complete list of bond numbers called for redemption. 
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UTILITY STOCKS and the 
Leverage Factor 


By James C. DELONG 


many public utility holding companies recently, has 

been a wholly unforeseen development and one which 
many investors find difficult to understand. That the ‘“‘de- 
pression proof’’ label tacked on this industry was not wholly 
fictitious is supported by the fact that ia 1932 operating reve- 
nues came within 7 per cent of revenues realized in the previous 
year; yet from this slightly lower base of many holding com- 
panies are finding it hard to escape operating in the red, 
even after placing into effect the most sweeping operating 
economies. The reason for this may be found in the peculiar 
character of the utility business which, relatively speaking, 
limits the scope of operating economies and in the capital 
structure of the holding companies. 

Either by design or fortuitous circumstances, public utility 
holding company common stocks occupy the most highly specu- 
lative position of all utility securities. From the standpoint of 
earnings, such issues are not only junior to the preferred stock 
and bonds of the parent company, of course, but are also 
outranked by the common and 
preferred stocks and bonds of the 
underlying operating companies 
of the system. Interest and 


‘Tm rapid melting away of net profits, experienced by 


LEVERAGE AND COMMON STOCK EARNINGS 


A New Yard Stick 
for Stock Selections 


ating efficiency. Costs of conducting utility business have been 
reduced on the average of approximately 15 per cent during the 
past three years. Some of these economies will be permanent, 
while others, such as wages and salaries, may be adhered to 
long after real recovery sets in. The benefits of lower operating 
costs will, of course, accrue to common stockholders, at least 
during the initial stages of recovery. 

A leverage ratio has been worked out and applied to a 
number of operating and holding companies. This is shown in 
the accompanying tabulation. This ratio represents the rela- 
tionship between consolidated gross operating revenues and 
“over-all”? charges. While other factors have been found to 
influence the working of this formula in certain cases, by and 
large such a ratio is a fairly accurate measure of leverage 
when applied to individual cases. This is borne out by the 
direct relationship which is seen to exist between the leverage 
ratio and percentage change in net earnings available for parent 
company common stocks. Those companies having a relatively 
high leverage ratio have shown the largest percentage declines 
in net available for their com- 
mon issues, while those com- 
panies, particularly the operat- 
ing units, having small fixed 


dividend requirements on all of 
these senior issues must be 


Company: 


satisfied before anything is avail- s 
able for the holding company Federal Water Service. . iia 
common stock. Such require- American Power & Light.. 


ments constitute a fixed charge 
against revenues of the system 
which is subject to little change, 
regardless of expansion or con- 
traction of operating revenues. 
This ‘‘over-all”’ fixed charge 
item considerably magnifies any 
changes in gross revenues when 
handed down to the junior 
stock. For example, assume 
a system had gross operating 


Inter. Hydro-Electric... . . 
Electric Power & Light. . . 
Commonwealth & So... .. 
Assoc. Gas & Electric... . . 
So. California Edison... . . 
Amer. Water Works & El.. 
Standard Gas & Electric. . 
United Light & Power... . 
American Gas & Electric... 
Engineers Public Service. . 


revenues in 1931 of $100 millions. Utilities Power & Light. . . 
This might be allocated as Niagara Hudson Power... 
follows: $50 millions for operat- National Power & Light. . 
ing expenses, depreciation, etc.; Pacific Gas & Electric 

$40 millions for “over-all” Gan 
charges, and the remaining ., nit as Improvement. 
$10 millions for holding company North American Company 
common stock. Assume further, Columbia Gas & Electric. . 
that in 1932, gross revenues Public ServiceofN.J..... 
declined to $90 millions or by Pacific Lighting......... 


Public Service of No. Ill... 
Consol. Gas of Baltimore. . 
Detroit Edison.......... 
Consolidated Gas of N. Y. 
Peoples Gas, Light & Coke 
Commonwealths Edison. . 
Brooklyn Union Gas. .... 
Tampa Electric......... 


10 per cent. ‘‘Over-all’’ charges 
remain the same while operating 
expenses may be cut by as much 
as 10 per cent, or to $45 millions, 
leaving a balance available for 
the common stock of $5 millions, 
or a reduction of 50 per cent. A 
further decrease of slightly more 
than 5 per cent in gross would 
completely eliminate the balance 
available for the common stock. 

Of course, this set-up works 
to the advantage of common 
stockholders during periods of expanding revenues and explains 
in large part why holding company equities continue to be 
popular speculative media. This leverage principal, which has 
converted an average 7 per cent loss in gross revenues to losses 
in net ranging up to 96 per cent, will work in exactly the oppo- 
site direction once the trend in operating revenues turns 
upwards. Furthermore, recovery of earnings by the majority 
of holding companies will be accelerated, due to present oper- 
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*Based on latest income account available. 
+t Gains reflect acquisition of new properties. 


charges, show only a modest 


*Lev- *Percent- *Percent- 
erage age Change eee Change decline in net profits. This 
ratio was found to range from 
50.6% — 2.4% —96.0% 50.6 per cent, in the case of 
47.0 -—94 -—81.0 Federal Water Service to 2.8 
45.7 +18.6+ +18.4¢ per cent for Tampa Electric. 
42.1 —88 —93.5 Another important consider- 
41.5 —-112 —565 ation must be dealt with in at- 
7 -52 ...... tempting to measure extent of 
376 —126 —381 ings. This is the industrial 
89 68.0 load of each company. Last 
year consumption of electric 
current for residential purposes 
— increased by 3 per cent. Com- 
33.4 -—-114 —43.5 mercial demand declined but 
32.2 —1.7 —52.2 4 percent. Industrial consump- 
OF tion, on the other hand, de- 
30.5 —81 —229 creased 18 per cent from 1931. 
277.9 —30 —203 It is thus reasonable to expect 
36 —-47 —81 that those companies showing 
22.2 —-13.0 —32.3 high industrial load or serve vol- 
195 —7.7 —10.6 atile industries, such as the 
18.2 —06 — 4.7 motors or steels. As more nor- 
17.9 —19 + 6.7 mal demands for power by in- 
15.0 -—38 —11.4 dustry should quickly follow any 
general improvement in busi- 
13.3 —37 —144 ness, earnings of those utility 
11.6 —08 will undoubledly 
11.0 -—69 —154 spond immediately. 
98 -—43 — 62 In attempting to judge the 
2.8 —-120 -—168 speculative potentialities of 


utility equities at present, the 
element of time is an important 
consideration. If we are on the 
eve of permanent industrial re- 
vival, then common stocks of those companies possessing the 
combination of a high leverage ratio and relatively large 
industrial load would appear to offer the greatest speculative 
attraction. If, however, we must further traverse the declining 
economic curve, the equities of companies having a small lever- 
age ratio would seem to be in the most favored position, in- 
asmuch as the majority of such issues afford a satisfactory 
yield on the investment. 
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BuLLs 


AMONG 


AND 


THE 


BEARS 


These reviews were written immediately preceding closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


Allis-Chalmers 4 = 


Selling at double its 1932 low prices, 
Allis-Chalmers attempts to reflect future 
probable improvement rather than any 
immediate evidence of the turn for the 
better having been made. Unfilled orders, 
which for a time gave the appearance of 
reversing their down trend, have again 
been reduced to lower levels with the 
year-end carry-over amounting to $5.5 
millions, which compares with $6 millions 
on November 30 and $7.9 millions a year 
previously. Stagnation in the industries 
in which the company operates offer little 
prospect of early improvement, but the 
recently acquired products afford a strong 
appeal to farm purchasing power when it 
is restored because of the small costs in- 
volved to obtain them. The company 
ran deeply in the red during 1932 but 
with its strong financial position it has 
fortified itself for ultimate participation 
in business recovery. 


AMERICAN BRAKE SHOE is not ez- 
pected to cover dividend requirements from 
its 1932 earnings. 


Amer. Commercial Alcohol 4 ‘C” 


The improved showing reported for the 
first nine months of 1932 by American 
Commercial Alcohol, when $2.08 a share 
was earned, has given rise to the thought 
that dividends are not far off. Whether 
this has been prompted by those engaged 
in a pool operation in the stock remains 
to be seen, for weather conditions have 
not been conducive to a heavy demand for 
denatured alcohol and the price schedule 
shows no upward tendencies. Aided by 
aggressive sponsors of the issue, the stock 
is not far removed from its last year’s 
high of $27 a share, and appears to have 
amply discounted the improved earnings 
that have followed the deficits of the last 
few years. The company was allotted 
a production total of 9.5 million gallons, 
or 12 per cent of the total, and the present 
drive for first quarter contracts would 
occasion little surprise if price shading was 
evidenced. 


AMERICAN POWER & LIGHT reports 
a sharp drop in earnings, which for the 
twelve months ended October 31 amounted 
to only 20 cents a share as against $2.40 
a share in the corresponding period of the 
preceding year. 


American Rolling Mill 4 “<c 
Maturities of nearly $15 millions next 
November are apparently the cause of less 
concern to the management of American 
Rolling Mill than to those apprehensive 
stockholders who have disposed of their 
holdings fearing that this problem could 
not be successfully solved. The company 


68 


not only has retired $1 million of its 
three-year 414 per cent notes, but also 
$1.5 millions of the 1948 debentures 
through open market purchases. With- 
out official plans being divulged, the 
inquisitiveness of the Street has been 
aroused in attempting to explain the 
purchases of the two issues, particularly 
the larger amount of the debentures that 
do not fall due until 1948. In utilizing its 
reserves in retiring the 414s at 63 cents 
on the dollar, it is also suggested that 
the debentures purchased may later be 
employed in a plan whereby the 1933 
maturity can be satisfied. Although the 
position of the stock has not been recently 
improved by earnings, it has reflected in 
its firmness this reducing of debts. 


AMERICAN TELEPHONE & TELE- 
GRAPH finds litile need for improvement 
or expansion of plants in viewing the 
prospects over the next year, and without 
having to raise the funds a more liberal 
attitude can be shown when consideration 
is given to dividend payments. 


Bendix Aviation 4 — 


The forthcoming report of Bendix Avia- 
tion will likely divulge a general house- 
cleaning in adjusting its operations to the 
prospects for the current year. Having 
reported a deficit of 18 cents a share on 
the common for the first nine months of 
1932, it is expected that the net los3 for 
the full year will be approximately $700,- 
000 after depreciation charges of $1.5 
million. The economies introduced 
would permit the company to close this 
year in the black if no greater volume was 
realized than in 1932. Bendix is partially 
divorcing itself of its two-thirds interest 
in its British subsidiary, Bendix-Perrot 
Brakes Ltd., and in realizing a cash 
settlement of $300,000 relieves itself of 
this remote management and permits the 
British company to make an improved 
showing on its own. The company’s 
balance sheet position has been strength- 
ened by an increase of $900,000 in cash 
since July 1. Given some pick-up in the 
motor trades and satisfactory results 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


Colgate-Palmolive ..... C+ to C 
International Silver ....D+ to D 


Wesson Oil & Snow... C+ to C 
D to D+ 


from the extensive advertising cam- 
paign planned by the company, a better 
year should result than the one just closed, 


BON AMI Class A stock established a new 
high price with the declaration of the 
regular quarterly dividend of $1 and the 
payment of the usual 50-cent regular and 
extras on the ‘‘B”’ stock, which were per- 
mitted by its favorable earnings. 


Borden 4 “B” 


A slash in cream prices of 3 cents a half- 
pint by both Borden and National Dairy’s 
subsidiary, Sheffield Farms, brings these 
prices down to the lowest levels in recent 
years and emphasizes the oversupply of 
butter fat and low butter prices. Both 
eompanies should show their $2 dividends 
earned in 1932 even though the margin of 
safety will not be great. Their strong 
financial positions would ordinarily permit 
continuance of these payments if the price 
situation were not so uncertain. Milk and 
cheese sales have been reasonably stable, 
but an exacting competition has reduced 
the profit margin. Keen competition has 
also cut into the profits in the ice-cream 
division, and earnings here have been 
further affected by reduced purchasing 
power and weather conditions that have 
been none too favorable. Borden should 
show better coverage for its dividend 
than National Dairy, and this is reflected 
in the comparative yields of 8 per cent 
and over 11 per cent, respectively. If 
the National Dairy payment were re- 
duced to $1.50 annually the yield would 
be approximately the same on both issues. 


COLLINS & AIKMAN goes deeper into 
the red with a loss of $141,260 in the third 
quarter, bringing the nine months total loss 
to $579,240 against a profit of over $1 
million in the same period last year. 


Continental Motors 4. “—" 


The bid made for a share of the business 
in the low priced motor field by Con- 
tinental Motors with its not unattractive 
line directs attention to the latest earn- 
ings report of the company and its balance 
sheet statement insofar as it reflects the 
preparatory activities in preceding tke 
introduction of these cars. For the year 
ended October 31, the net loss amounted 
to $2.8 millions as against a loss of $1.9 
million in the preceding fiscal year. Tho 
asset position of the company has been 
well maintained even though total assets 
of $21.5 millions compare with $25.4 
millions a year previous. Current assets, 
ineluding $1.3 million cash and securities, 
amounted to $3.4 millions with current 
liabilities only $380,695. This compares 
with a cash item of $2.7 millions a year 
ago and current assets of $5.7 millions 
against current liabilities of $496,400. 
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That the new line was developed without 
any greater impairment of finances than 
is shown, speaks well for the management, 
but it remains to be seen whether the 
company can obtain its share of the busi- 
ness under the handicap of the lack of 
well organized distributing units. 


CORN PRODUCTS REFINING shows 
consistent strength at new high prices upon 
the realization that the company will come 
close to earning its dividend. 


Cream of Wheat 4 “C+” 


A more reasoning view is being taken of 
the comparatively strong showing made 
by many companies during these difficult 
times, and Cream of Wheat falls into 
that classification in reaching a price 
higher than was attained in 1932. Net 
earnings of the company increased 90 
per cent from 1925 to 1929 but this is 
not as unusual as is the ability to retain 
so large a portion thereof, with 1932 
furnishing earnings that are 75 per cent 
of the all-time peak in 1929. As subject 
for further commendation, the published 
quarterly reports for 1932 reveal a definite 
cessation of the decline and suggest an 
early resumption of the upward trend. 
In this record can be found the benefits of 
a continued aggressive advertising and 
merchandising policy. Comparing the 
status of Cream of Wheat at the two mid- 
year periods of the years 1929 and 1932, 
shows an increase in cash of 77 per cent, 
investments increased 152 per cent, and 
current assets increased 48 per cent, dur- 
ing which period over $4 million in divi- 
dends was paid out. Conversely, inven- 
tories decreased 41 per cent and total 
current liabilities were down 27 per cent. 
With the dividend earned, including the 
extra, the stock yields over 8 per cent, 
which on any standard of values intro- 
duces an interesting and attractive situa- 
tion. 


CURTISS-WRIGHT has been taken in 
hand by pool operators but the prospects 
. promise little in the way of establishing an 
altitude record. 


Drug, Inc. 4 “C+” 


Repercussions of the Buy British move- 
ment on American activities are creeping 
out in many internationally minded cor- 
porations, to which the name of Drug 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
il. ... Sound Preferreds ....25 


ill... Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


Inc. must be added because of its indirect 
holdings of majority stock in Boots Pure 
Drug Company, an English chain having 
over 900 outlets. Louis K. Liggett is 
abroad, and has arranged for the sale 
of his company’s holdings there for 
$25 millions with an ultimate offering 
of the stock to be made to the British 
public. United Drug, in which control 
was vested, has been receiving over $1 
million annually in dividends from this 
investment, which has provided for bond 
interest as long as Boots maintains its 
dividend. Closer cooperation between 
landlords in the adjustment of leases 
throughout the Liggett chain is reported; 
and combined with the stimulated de- 
mand for its products during this epi- 
demic of colds and influenza, Drug may yet 
find the means of earning and paying its $4 
dividend, but the remaining doubts are ex- 
pressed in the yield of over 11 per cent. 


DUPLAN SILR’S improvement in earn- 
ings to 74 cents a share for the six months 
ended November 30, as against only 4 cents 
a share earned in the corresponding months 
of last year, injects a promising note in 
viewing the outlook for the $1 dividend. 


General Motors 4 “C4” 


Lacking the vigor of other years accom- 
panying the annual motor shows, the 
stocks of the industry awaited general 
market improvement to arrest their sag- 
ging tendencies. General Motors likely 
fell considerably short of earning pre- 
ferred dividends in the final quarter of 
last year, with estimates of a shortage 
of around $9 millions. If this dire predic- 
tion is fulfilled the net income of the 
first nine months of slightly over $10 mil- 


lions will be mostly eliminated and would 
require dipping heavily into surplus to 
meet dividend payments. Having the 
ability to dip, with about $200 miliions 
in liquid assets, there are both pro and 
con views taken in regard to the coming 
dividend action. Sales to dealers in this 
eountry during December jumped to 
44,101 compared with 2,405 in November, 
but these sales were less than two-thirds 
of the total of the same month last year 
and the increase was due to introduction 
of new models. For the twelve months 
General: Motors sold a little more than 
half as many ears as in 1931, with its 
54 per cent comparing with a drop in 
total output of all cars in the first eleven 
months of 56 per cent. The present 
earnings showing might readily have been 
worse without the assistance of its other 
lines, particularly mechanical refrigera- 
tion, which has served as a stabilizer to 
the motor business. Enjoying a strong 
financial position, once it gets under way 
the recovery might be of no small pro- 
portions in giving recognition to the 
varied lines of activity coming under this 
single entity. 


HERSHEY CHOCOLATE is expected 
to cover dividend requirements for the re- 
duced rate of $5, which would compare 
with $8.73 a share earned in 1981. 


Nash Motors 4 


After all the turmoil and conflict for the 
remaining business in the motor trade, 
particularly in the low-priced division, 
along comes Nash with its non-participa- 
tion and provides one of the most satis- 
factory showings of earnings made by 
any in the group. Net income of over $1 
million for the year ended November 30, 
compares with $4.8 millions in the year 
preceding and at the same time provides 
39 cents a share for the stock. Having 
paid out over $4 millions in dividends the 
required dip into surplus still allows the 
company to show a balance of $32.1 
millions in cash and government securities 
while it was reducing its current liabilities 
from $2.7 millions to $1.1 million and 
improving its current ratio to 29.8-to-1. 
Though at the end of last August cash 
and equivalent stood at $32.9 millions, 
working capital cannot be regarded as 
being seriously impaired in a half-year 
that was most distressing to the trade, 
and with cash of $11.72 a share, after 
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CORPORATE EARNINGS BAROMETER 


Current Future 
Earnings Earnings 
ompa Compared 
With a With 
Year Ago Present 


GAnmsements . 
Automobile, Passenger pe 
Automobile,Gommercial De 
GChemicals .........D 
* OFarm Equipment... . 


* Changed from last week. 


Current Future 
Earnings Earnings 
Compared 
With a With 
Year Ago Present 


* Electrical’ Equipment..B 
&Food Companies... . .B 
4 Leather and Shoes... . 
Machinery and Tools. . 

Merchandisers. ...... 


Office Equipment ... 


Public Utilities . . . 


Current Futu 
Earnings Earnings 
Compared 
With a With 
Year Ago Present 


* GRailroads .......... 
* GRailroad Equipment. . D 

* 
* GTire and Rubber... 

@ Seasonal trend. 


EXPLANATORY NOTE: This tabulation is prepared on the basis of conditions existing at the present time, and future presentations will 


be revised as warranted by developments. The left hand indicator shows by its goatee above or below horizontal (or neutral), the current status 
of corporate cornings as compared with their respective positions one year ago. 
his indicator attempts to answer the question, how will conditions in the near term future compare with the present? 


present as a base. 


he right hand indicator is a forecast of future earnings, using 


the 
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deducting all current liabilities, all these 
factors enter into the present price of 
Nash, which is only a couple of dollars 
above the cash in the till. 


NATIONAL BISCUIT is estimated to 
have a shortage of 30 cents a share in meet- 
ing the $2.80 dividend. 


Northern Pacific 4 “C+” 


The generosity of subsidiary companies is 
helping more than one railroad to make an 
improved earnings report. Northern 
Pacific, though losing the Burlington 
dividends, is in receipt of a $5.6 millions 
special dividend from its wholly owned 
Northwestern Improvement Company. 
This payment, while involving no trans- 
fer of cash, does serve to cancel indebted- 
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ness incurred by the railroad for coal and 
other items. The subsidiary still has 
more than $11 millions in cash and 
government securities with which other 
payments can be made if this is found 
necessary, but there are certain limita- 
tions in carrying out this policy for any 
protracted period while awaiting the 
turn for better business. Southern Paci- 
fic and Union Pacific are also beneficiaries 
of subsidiary earnings, by way of a boost 
in the regular dividend of Pacific Fruit 
Express from 30 to 40 per cent. This 
company is jointly owned by the two 
railroads, each of which received $4.8 mil- 
lions or an increase of $1.2 million, which 
amounts to slightly more than $1.25 on 
the Southern Pacific stock and $2.15 a 
share on the stock of Union Pacific. 


Is the Oil Industry Entering 
a Price War? 


year was marked in the oil indus- 

try by a widespread reduction of 1 
cent a gallon in the price of gasoline, both 
wholesale and retail. Sinclair Refining, 
subsidiary of Consolidated Oil, initiated 
the move, which covers practically the 
entire country east of the Rockies and 
which was immediately joined by the 
other leading marketers. The price 
situation in Ohio has been particularly 
severe and at Toledo the retail quotation 
is said to be the lowest in ten years. 

The year-end statement of Mr. Sinclair, 
chairman of the executive committee of 
Consolidated Oil, laid the blame for the 
present situation upon failure of proration 
to yield thorough restriction and to 
bring the anticipated rewards. He said 
‘*Proration no more effectively restricts 
than prohibition prohibits. It creates the 
same army of bootleggers, the same 
evasions and the same administrative 
evils that prohibition brought into being. 

‘For the time being the obviously 
sound principle that the raw material 
(crude) price must determine the finished 
product price has been abandoned. We 
are at the moment in the vicious circle of 
successively lower crude prices followed 
by lower product prices. Carried to its 
logical conclusion this ends at zero for 
both crude and refined products. For this 
reason a reversal of the process is sure 
to come.” 

It will be recalled that the Sinclair 
interests supported the attempt of last 
October to raise mid-continent crude 
prices. This move was actuated in large 
part by the desire to supply incentive and 
reward to producers for fully carrying 
out proration programs. It was sup- 
ported most strongly by those whose own 
crude production was nearly equal to or 
greater than their own refinery require- 
ments. The two Standard Oils which are 
the major crude purchasers of the mid- 
continent refused to follow the advance 
on the grounds that product prices were 
inadequate for even the existing crude 
prices and certainly could not support 
higher postings. Subsequent develop- 
ments have apparently borne out this 
contention. 

It may seem strange at first thought 
that the overall reduction in total stocks 
of all oils in this country during 1932 
should not have prevented the declining 
price trend of the past two months or 
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more, especially since the high point in 
stocks was reached in May of 1932, about 
15 million barrels above the close of 1931, 
from which point a reduction of 39 million 
barrels was accomplished in the following 
six months. The latest statistics from the 
Bureau of Mines, covering November, 
show at the close of that month total 
stocks of 598,022,000 barrels compared 
with 618,299,000 barrels on November 30, 
1931. Under normal conditions in the 
industry, i.e., with demand increasing 
each year by from 6 to 12 per cent, such 
a reduction in stocks would constitute a 
significant improvement statistical 
position and provide a basis for higher 
prices. However, demand for oil products 
in 1932 did not follow its normal upward 
trend. The daily average demand for all 
oils for the eleven months ended Novem- 
ber 30, 1932, was 2,573,000 barrels, a 
decline of 6 per cent from the same period 
of 1931. The decline in total stocks from 
November 30, 1931, to November 30, 
1932, was about 3 per cent, and thus the 
stocks at the end of that period repre- 
sented 232 days’ supply at the demand 
date of the previous 11 months, compared 
with 218 days’ supply at the beginning 
of that period. In other words, in terms of 
indicated demand, stocks of all oils really 
increased about 6 per cent even though 
the actual physical volume decreased 
about 3 per cent. 

With the end of the declining trend in 
demand not yet in sight, it appears that 
the correction of the still existing state of 
oversupply must be accomplished by 
further restriction; and cooperative pro- 
ration at the moment seems inadequate 
for the task. 

In a commentary several weeks ago in 
these columns upon the crude oil price 
reductions in the mid-continent it was 
stated that... ‘“‘there is no present 
assurance that both crude and refined 
products will not see even lower price 
levels in the not distant future.’”? The 
latest cuts in gasoline prices follow 
increases in the country’s gasoline stocks 
during the closing two weeks of the old 
year totaling approximately 2.4 million 
barrels and seem to foreshadow addi- 
tional reductions in crude oil postings 
since the major purchasers were con- 
strained to the previous schedules because 
of lack of satisfactory margin between 
raw material cost and the existing gaso- 
line price structure. 


In the last two weeks of 1932 domestic 
crude output was sharply reduced by 
the complete shut-down of the East Texas 
field, which had been producing at the 
rate of more than 335,000 barrels daily. 
The final December figures will therefore 
probably show average output for the 
country safely below the two million 
barrel per day goal for which leaders in 
the industry have been striving. This 
achievement, however, is unlikely to be 
prolonged in January since the East 
Texas shut-down (now lifted) was ordered 
to allow official determination of bottom 
hole pressures for a new basis of pro- 
ration by which it is hoped further cur- 
tailment can be enforced in amanner 
acceptable to most or all of the pro- 
ducers. 

In the meantime, however, the pressure 
of too much gasoline and the availability 
of greater crude supply than needed. to 
meet refined market demands have 
weakened the entire price structure to 
the point that only a period of lower 
prices appears able to correct the situa- 
tion. 

The downward spiral of prices has not 
perhaps quite touched bottom, but levels 
are already so low that the necessary 
corrective should be only a matter of 
time. It is not likely that the zero point 
referred to by Mr. Sinclair will be much 
more closely approached; and that a 
reversal of the downward spiral is eventu- 
ally certain, cannot be doubted. There 
seems little need to disturb previously 
acquired holdings of the better type of 
oil stocks, such as Standard of New 
Jersey, Standard of California, Atlantic 
Refining, Texas and Socony-Vacuum, 
and for more speculative purposes per- 
haps Continental and Phillips. But 
there likewise is no necessity for haste in 
expanding representation in this field 
at the present time. 


The Investors’ 
platform 


EFORE the investing public 
B ean feel assured of the exis- 
tence of the fullest measures 
for its protection, THe FinanciaL 
Wor.p believes necessary, and it 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more 
insistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 
II. Independent Audits 
III. Standardized Reports 
IV. Constructive Trading 
Reforms 
V. Independent Protec- 
tive Committees 
VI. Full Publicity on Secur- 
ity Offerings 
A special article has been pre- 
pared concerning the great need 
of these reforms and the power of 
investors to bring about their 


adoption, a copy of which will be 
mailed to any interested investor. 
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HELP WANTED :—FEMALE 


WANTED, little girl, six years, to operate rayon 
plant in New Jersey; 400 machines, all newly 
painted, single button electric control; no 
previous necessary; hours 10 to 2; 
salary 4, kilowatt-hours a week. Apply 
Box 941 Utopia. 


Soon after the technocrats had it their 
way, the want columns of the newspapers 
would be littered with offers of employ- 
ment similar in character to the above. 
It would be a strange world then. Gold 
would go out of fashion as a currency; 
silver would find itself further debased. 
The world would become an Elysium for 
the drones, for then there would be only 
a few hours for work. The more active 
among the homo sapiens would go daffy 
finding some way to consume the leisure 
the machine would thrust upon them. 
Probably they could use their kilowatt 
hours to play ping pong with, or energize 
their flacid muscles into some form of 
activity. The only serious problem man- 
kind will confront in the technocratical 
age that is to be, will be to find practical 
ways to carry home the wages in nebulous 
money that then will be paid for the few 
hours of work. 


Ir HAS been suggested that before ac- 
cepting the new school of economists 
seriously they be given time to propound 
a definite plan to take the place of the 
present social structure. To do that 
would only be devoting one’s leisure to 
idle speculation, for technocracy had al- 
ready exploded its own theories by actual 
facts. In the first place, its claims that 
the machine is crowding out human em- 
ployment, contain nothing new. Ever 
since the machine has come to play an 
important part in production, it has been 
a source of agitation, yet despite its 
presence the field of activity for labor has 
constantly broadened out. 


Bacx in 1930 Tue FinanctaL Worip 
published an article prepared for it by the 
well-known economist, Guy M. Walker, 
entitled ‘‘Does Machinery Create Unem- 
ployment?” and cogently disproved the 
technocrats’ theories. The author pointed 
out that, while machinery has been 
throwing people out of work, on the other 
hand it has so decreased the cost of 
products and widened their markets that 
it has created additional work for twice 
as many men as were made idle by the 
old hand-made process. I propose to 
republish this article in an early issue. 


Tus contributions to a higher social 
order produced by the machine, as well 
as its defects, have been the topics of 
discussion for many years. Only the 
technocrats attempt to clothe it with the 
dress of a new discovery. Before this 
new school tries to set itself up as a 
Columbus discovering a new era of life 
and its activities, they should devote 
some of their time to looking up the 
records of the past and then they would 
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find they have 
been letting out 
more useless 
steam than any 
number of kilo- 
watt hours 
could consume. 


Tusy might desert their charts long 
enough to hunt up the Mechanics’ Maga- 
zine published way back in 1835. They 
will find in its pages answers that will 
fully disprove their arguments. 


Taz flabby state of the public mind, 
which will receive with any seriousness 
these new fantasies that call for a complete 
change in the system of labor, and con- 
template servicing it with a new wage 
scale other than the centuries-tried price 
system, indicates how beggared we have 
become in the normal processing of our 
reasoning power. It but reflects how 
eagerly most people seek to find some 
easy road out of the depression without 
realizing that to do so is impossible with- 
out real work. No revolutionary change 
will do it, but it will superinduce chaos 
if it is attempted. 


Acar, if we paused soberly to con- 
sider technocracy with all its fanciful 
terminology, understandable only by its 
disciples, we would laugh at it instead of 
taking it seriously. Usually when some 
person comes to another with a new idea, 
the first thing that is asked is the experi- 
ence of the proponent of the new scheme. 
But here are men who never operated a 
machine, never conducted a _ business, 
and derive their knowledge from the 
closets of their studies, proposing to alter 
completely the industrial machinery of 
the nation, built up by years of experi- 
ence. With all this sparse background of 
actual contact with what they attempt to 
reform, they have succeeded in getting 
a serious-minded audience. 


nsreap of calling the idea technocracy, 


_@ new name should be coined, more be- 


fitting the crass foolishness of these 
theories. I propose one that would 
properly apply to them. They should be 
ealled ‘‘Tec-Knock-Crazy.” 


For not only do they advance a crazy 
theory, but they make themselves ridicu- 
lous by knocking a system that operates 
smoothly and satisfactorily, and has 
stood the test of time. In periods of 
great adversity it is a common fault to 
ascribe complete dislocation to the gen- 
eral weakness of a machine. Yet such 
breakdowns are unavoidable. They are 
always associated with the fluxes of hu- 
man nature when they run to excesses, 
and they are corrected in the same 
manner. We need only to go back to the 
statistical data of 1928 to see that it is 
not the machine that is responsible for our 
increased unemployment, but the exces- 


| Bonds 
for Investment 


In our current list of offer- 
ings, private investors and 
financial institutions will find 
bonds suitable for practically 
every investment requirement. 


This list includes bonds di- 
versified as to type, maturity 
and other investment consider- 
ations, and at varying yields. 


Ask for our pamphlet 
“Investment Suggestions” 


Chase Harris Forbes 
Corporation 
The Chase National Bank Building 
60 Cedar Street, New York 


STOCKS AND 
COMMODITIES 


Folder explaining margin require- 

ments, commission charges and 

trading units furnished on request. 

Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


“BROKERAGE SERVICE SINCE 1898" 


New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
and other leading exchanges 


60 Beaver St. NEW YORK. 15 W. 47th St. 


Members 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
€0 Wall Tower, N. Y. Tel. WHitehall 4-6400 


OPENING AN ACCOUNT 
Many helpful hints on trading proce- 
dure and methods in our booklet. Copy 
free on request. Ask for booklet K 6. 


& (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 


Complete 
Brokerage Service 


Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Pefetipits Stock 


Exchanges and New York Curb Exchange 
115 Broadway 230 Park Ave. 
New York New York 


Branch Office 
1424 Walnut Street, Philadelphia, Pa. 
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When You Are, 
Sixty-Five 


O.: of every hundred 
persons now thirty-five, sixty-one 
will be living at age sixty-five. 

No one can foresee his individual 
destiny, but whatever your fate, the 
John Hancock Retirement Fund Pol- 
_icy is an ideal arrangement, because 
it combines the advantages of per- 
sonal income and family protection. 

For example, a $20,000 policy 


will provide life insurance of that 
amount for your family if you die 
before age 65; and if you live, it 
becomes income for yourself of 
$200 a month as long as you live. 

Send for further information 
about this policy. 


LIFE INSURANCE COMPANY 
OF Boston, MASSACHUSETTS 


Joun Hancock Inquiry Bureau 
197 CLareNnvon Street, Boston, Mass. 


Please send me your booklet, “Your Family ~ 
—Their Future and Yours. 


Name 


Street and No. 


City State 
F. 1-33 


3 Stocks 
To Buy Now? 


Send for FREE Bulletin FWJ-14 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


$1,000 is the Reward 


of saving regularly $10.00 a month for 
84 months, which with dividends of 5% 
compounded quarterly, gives yes $1,000. 
RI wn write for booklet 
BUILDING LOAN AND 
SER SAVINGS INSTITUTION 
195 RIA West Broadway, N.Y.C. 


Resources over S10. 000, 000.00 


Did YOU Make Money 


during the past few months ? 

OUR CLIENTS DID! ... by acting upon the 
recommendations of our weekly trading bulletin, 
“*Market Action.” “Investment Outloo aD (every 
other week) is for long-swing investors. Send for 
REE sample copies. Or, send $1 for 4 weeks’ trial. 


YOU CAN BUY 
Good Securities 


in Small or Large Lots 


Partial Payments 


Ask for Booklet F.8 which explains 
our plan and terms 


James M. Leopold & Co. 
Members New York Stock Exchange 


70 Wall Street New York 
Established 1884 


72 


sive speculation and expansion that 
the period of prosperity begot. 


Te cure for that situation is already 
becoming effective. The readjustment is 
about complete. When the spiral of 
industrial activity turns upward, unem- 
ployment will again be absorbed and the 
utter fallacy of Tec-Knock-Crazy will 
be shown up. Less and less will be heard 
about it as its theories are torn to shreds. 
This is the usual fate of unsound panaceas 
and economic ’isms. 


Is Octoser the Class 1 railroads re- 
ported a substantial increase in net earn- 
ings. This is the second time that this 
happened in 1932. The significance of 
the showing lies in the fact that the 
change from a continuous deficit into a 
profit was made on a declining trend in 
gross operations: hence the net income 
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must have come from economies in 
operations, 


N ow, if the estimates made by authori- 
ties on car loadings for the first quarter of 
the year, namely, 4 per cent less than for 
the same period a year ago against a 
15 per cent decline then from the year 
before, the altered earnings reports of the 
railroads will show very encouraging 
margins over operating costs. 


Tas is one of the satisfactory highlights 
lurking in the background that could 
readily make the rail stocks the leaders in 
another bull market. For that reason 
car loadings should be most carefully 
watched, as they will provide a good clue 
of what we may expect marketwise from 
now on. 


W arcs the rails. 


Faith Was Coolidge’s Anchor 


HEN men, under the great stress of 

a severe depression, mentally and 
materially succumb to the human frailty 
of indiscriminately blaming others for a 
common misfortune, it is then when firm 
faith and stout courage assume construc- 
tive leadership. It was this trait of char- 
acter that shone forth most brightly in the 
real Calvin Coolidge. It reveals what 
enabled him to reach the top-most rung 
of fame attainable by any human being: 
to be the leader of his people. Coolidge 
believed in his country, believed in him- 
self, whatever mistakes occurred, and 
was confident that they could be over- 
come. This spirit he reflected by his 
utterances during the dark days of the 
depression, among which the following 
(originally appearing in the New York 
Herald Tribune) can well be read and 
reflected upon to the advantage of us all: 


Calvin Coolidge Said: 


NorrtuampTon, Mass., June 30, 1930— 
We need more faith in ourselves. Largely 
because of some decline in trade we have 


set about finding fault with nearly every- 


body and everything. We are told the 
President is wrong, the Congress is wrong, 
the Supreme Court is wrong, and the 
Cabinet departments, the Federal Reserve 
Board, the chain stores, the power com- 
panies, the radio, and even the religious 
bodies, all are wrong. 

Yet our government, our physical prop- 
erties, and our industries have changed 
very little from a year or two ago, when 
people were fairly content. We have the 
same country, in charge of almost entirely 
the same people, with substantially the 
same laws and administration. The most 
easual consideration shows us this whole 
structure could not turn sour over night. 
But our estimate of it has changed. 

Our country, our people, our civil and 
religious institutions may not be perfect, 
but they are what we have made them. 
They are good enough so that it has been 
necessary to build a high exclusion law to 
prevent all the world from rushing in to 
possess them. 

My countrymen, it is time to stop 
criticizing and quarreling and begin sym- 
pathizing and helping. 

CaLviIn CooLipGs. 


Directors’ Responsibility 


N CONNECTION with the Kreuger & 
Toll collapse, some of our very rich 
men, whose standing in the community 
has been of the highest, find themselves in 
a ticklish position. They had allowed 
themselves to act as directors of several 
subsidiaries, especially International 
Match, largely on the strength of the 
representations of the Swedish Caglio- 
strio’s bankers in the country, Lee Higgin- 
son & Company. They now find them- 
selves the target for the recovery of about 
$100 millions, an action brought by the 
receivers. They are charged with neglect 
in performing their duties as directors and 
therefore liable for the losses sustained by 
investors. These directors contend they 
acted in good faith and accepted as facts 
whatever accounting they had to pass 
upon, and therefore should not be held 
legally responsible since they are not sup- 


posed to guarantee the honesty of those 
in charge of a business. In a broad sense, 
that position is correct, but only after it 
is proven that due diligence has been 
exercised in the conduct of their trust. 

The outcome of this case will carry un- 
usual significance. At least it will have 
the effect in the future of changing the 
attitude of directors from their heretofore 
fancy-free type of directing, to the paying 
of stricter attention to their duties. The 
time has long passed where directors act 
to a certain extent as window dressers be- 
cause of their names and repute. We 
shall have more working directors when 
it becomes a matter of increased legal re- 
sponsibilities. 
results in nothing else than making di- 
rectors watch their step before vouching 
for corporate acts, its results will be en.i- 
nently satisfactory for investors. 
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Board Room Brevities 


Or Gossip a Customers’ Man Hears 


} 


Trost five officials of the H. O. Stone & Company, defunct Chi investment 
firm, were each given twenty years and $15,000 fines. . . . At the turn of the 
year Chase National did not have a single bank note outstanding against $21 
millions a year ago. Continued depression can only be blamed on Dame 
Luck or Lame Ducks—have it your way. . . . The Castle, Vincent Bendix’s 
$3 million Lake Shore mansion, has a new owner. ... Standard Brands 
utilized snow-sleds and dog-teams to make deliveries in recent heavy weather 
up north. . . . The mercury switch that went wrong in the gas lighted beacon 
atop the Cities Service building had it flashing out the letters S-O-S in wireless 
code. . . . And the way Henry L. Doherty is spending money to bring Miami 
back is sure giving that city service. . . . Julius Klein tells us that the nation is 
spending $500 millions a week, but the statistician says that’s only four bucks a 
piece. . . . Warners are answering heavy suits on that fugitive picture and 
Woolworth, too, was a fugitive from the chain store gang of holiday purchasers. 
. . . The Xchange is frowning upon the habit of throwing parties for the hired 
hel 

alg Russell Lowell is one of your Exchange members. . . . 


Perer J., a former curb broker, and Walter J., former banker are exchanging 
sympathies these days while rubbing elbows in the bread line. . . . That recent 
heavy selling in Motors has more behind it than releasing support stock, for differ- 
ences of opinion have cropped up within. . . . Selling of Steel was lightening up 
of lines taken in at recent lows. . . . Our investment (?) abroad with face value 
of $17 billions is now only $9 billions. . . . Tee-Knock-Crazy has made the movies 
in a series of shorts. . . . Because soap prices and soap stock prices go down 
simultaneously, is hardly reason enough for terming it soft-soaping the situation 
. E. E. Taylor, former General Foods executive vice-prexy, is going it on his 
own with a new food company. . . . Things are not so glorious up at Radio 
Center, but they are still a long way from going on the Roxies. . . . Cluett 
Peabody is straddling the tariff wall with shirts from the Canadian plant entering 
Great Britain duty free. . . . They gave Herbert Hoover the shivers down at 
Miami when the band played, “Happy Days Are Here Again,” the Democratic 
National anthem, but that was better than “The Green Grass Grew All Around’’ 
might have been. . . . When, as, and if Ford takes to the air channels it might 
be with General Pershing holding down the commercial end, and by the way 
Henry has no official corporate title in his own company except director. . . . 


J.C. PENNEY, chain store magnate, is getting the wrinkled brow while being 
confronted with his earlier promises to back that Miami bank that tumbled. . . . 
Extension of the ban on 5-and-10s in Germany has indefinitely delayed many 
planned openings of stores. . . . You'll be hearing more about the tax on gross 
incomes because the public has been getting too slick in finding evasions from 
net. . . . Governor Lehman of New York State has retired from the special 
partnership he held in Lehman Brothers during his four years tenure of office 
as Lieutenant Governor. *. . . Brazil keeps the home fires burning not only with 
coffee but now with $21 millions of rebel currency issued during the late civil 
strife. . . . The Standard Oil Teagles have returned from the Florida planta- 
tion, and that humorous law firm they put on the radio had to change its name 
because it sounded too close to be unmistaken. . . . 


Louts K. Liccerr is still a good salesman, able to sell BOOTS for $25 millions. 

. National Broadcasting who had to shunt off good-pay commercial programs 
to elect a president is still trying to collect its $107,571.71. . . . Equitable Build- 
ing gets a new tenant in Barclay’s Bank for large space. . . . Don’t strain your 
eyesight looking for those 1913 Liberty head nickels for which $50 is being offered 
for none was minted after 1912. . . . The word Technocracy is credited to a 
smart guy named Smart from California, vintage of 1918. . . . The U.S. Military 
Intelligence tells us that there is no depression for munition plants, which are 
busier than at any time since the World War. . . . Secretary Ogden Mills got 
a, tax abatement of $5.9 millions on his father’s estate and would not be unfriendly 
to the suggestion of a candidacy for himself in 1936. . . . The hotels are suffer- 
ing from a lean auto show with only 1,700 exhibits here against 6,000 in other 
years. . . . At last the bulls are being favored again for W. F. Bull has been 
moved up to the Secretaryship of Southern Pacific Company. 
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. Without ever having written a line of verse like his poet ancestor,’ 


Odd Lots 


“Odd Lot Trading” is the 
name of an interesting book- 
let we have prepared for 
small and large investors who 
are desirous of increasing 
their margin of safety thru 
diversifying their holdings. 


Send for a copy of this book- 
let, it explains the many 
advantageous features in buy- 
ing Odd Lots. 


Please mention F. W. 560 


100 Share Lots 


John Muir3.@ 


Members 
New York Stock Exchange 


New York 


Branch Ofice—11 West 42nd St. 


39 Broadway 


Motors a Buy 


American Securities Service has been bearish 
on motor stocks since Januzry, 1929. Now, 
drastically deflated, are motors a buy—yet? 
Send for copy, free, of our latest 


‘* Special Motor Stocks Report’’ 


AMERICAN SECURITIES SERVICE 
Suite 3105, Fifty Broadway, New York 


THIS WEW ECONOMIC 
PERSPECTIVE HAS ALREADY 

BROUGHT FORTH 
EXPRESSIONS OF INTEREST 
FROM THE LIMITED NUMBER 

OF ECONOMISTS AND 


MUST WE CONTINUE TO SUFFER FROM 


RECURRING 

ING IN THE 

FACE OF AN OVERABL NCE OF REAL 
WEALTH? 


OR 1S THERE DAWNING UPON US. AT 
LAST A NEW LICHT OF ECONOMIC UN 
DERSTANDING—TO REPLACE THE FOC 
AND THE DARKNESS IN WHICH WE HAVE 
THUS FAR BEEN MUDOLING ALONC? 


POSSIBILITY OF THUS 
PERMANENTLY CURING 
INDUSTRIAL DEPRESSIONS. 
$2.00 

THE BAKER & 


} TRADE SELLING 
55 FIFTH AVE. 


THIS BOOK SHOWS EXACTLY WHY WE SUF. 
FER FROM IONS SHOWS 


FALLACIES RECARDING 


For You? 


A NEW conception of how 
to build income and profits 
with safety .. . how to avoid 
mistakes and losses. . . to save 
time, effort and worry .. . is 
told in a timely message now 
ready for release. 

For the guidance, promotion 
and protection of your own 
personal investments send for 
a copy of the new R. and C 
idea. Sign and return this 
coupon today. 


The BROOKMIRE 


Economic Service, Inc. 
551 Fifth Avenue, New York 
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JOTHERS TO WHOM SUBMITTED. 
ROOSEVELT IS AMONG THOSE 
COMMSRTING FAVORABLY UPON 
THIS NEW ECONOMIC THEORY. 
KE HAS, ON SEVERAL 
OCCASIONS, EXPRESSED 
INTEREST IN THE 
| 
AND FOREVER BANISHEO FROM OUR NA 
TIONAL LIFE IT BRINGS OUT A NEW FUNDA | ae 
MENTAL LAW IN THE SCIENCE OF ECO yesgue” 
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COMING DIVIDEND MEETINGS 


MONDAY, JANUARY 16 


Binghamton Gas Wks. (pfd.) 
Blanner’ s (Pfd.) 
Hormel (G. A.) & Co. (Pfd 


Ka (Pfd.) 
entuc 
Loew's Inc. 


Lord & Taylor (Pfd.) 

Minneapolis-Honeywell Reg- 
ulator 

Montreal Lt. Ht. & Pwr. 

Railway Light & Securities 

Stamford Water Co. 


JANUARY 17 


Lawrence Gas & Elec. 


WEDNESDAY, 


Amer. Re-Insurance of Pa. 
Amer. Stores Co. 

Automotive Gear Works (Pfd.) 
Bohack (H. C.) (Pfd. & Com.) 
California Ice & Cold Storage 
Conn. Light & Power (Pfds.) 


National Biscuit 
Public Service of Colorado 


(Pfds.) 

Public Service of N. J. (6% 
Pfd.) 

Standard Cap & Seal 


JANUARY 18 


General Outdoor Adv. (Pfd.) 
Liggett & Myers Tob. 
Neptune Meter 

New Process (Pfd. & Com.) 
Progress Laundry Co. 
Rochester Gas & Elec. (Pfds.) 


THURSDAY, JANUARY 19 


Allied Kid Co. (Pfd ) 


Chicago Yellow Cab 
Commercial Discount 
Freeport Texas Co. 


Georgia Power (Pfd.) 

Hollinger Gold Mines 

Houston Oil of Texas (Pfd.) 

International Harvester (Pfd.) 

Louisville Gas & Electric 
(Cl. A & B) 

National Power & Light Co. 

U. S. Pipe & Foundry (Pfd. 
& Com.) 

Washington Gas Light Co. 


FRIDAY, JANUARY 20 


& Aroostook R.R. 


Kendall Co. (Pfd.) 
Kroger Grocery & Baking 


SATURDAY, JANUARY 21 | 


Hibbard, Spencer Bartlett & 


Whitaker Paper (Pfd.) 


MONDAY, JANUARY 23 


Gas 


Canadian Hydro-Electric 
Eastern Utilities Associates 


Great Lakes Dredge & Dock 
Luzerne County Gas & Elec 
Merchants Fire Assurance 


TUESDAY, JANUARY 24 


Cleveland Quarries 
Congoleum-Nairn (Pfd.) 
Dow Chemical (Pfd. & Com.) 
Globe & Rutgers Fire Ins., 
Grand Union Co. 


WEDNESDAY, 


Lehigh Coal & Navigation 
N. Y. Transportation 
Omnibus Corp. (Pfd.) 


Matson Navigation 
Norfolk & Western Ry. 
Reynolds Metals 

Scotten Dillon 

Stix = & Fuller (Pfd.) 
United Engi. & Foundry 
Vick Financial Corp. 


JANUARY 25 


Package Machinery 

Potomac Elec. Pwr. (Pfd.) 
Public Serv. of Ind. ($6 Prd, ) 
Sherwin-Wi!liams 

United Gas Improvement 
United Stores (Pfd.) 

Utica Gas & Elec. (Pfds.) 


THURSDAY, JANUARY 26 


Blue Ridge Corp. (Pfd.) 
Caterpillar Tractor 
Consolidated Gas of N. Y. 
Crown Zellerbach 
Diamond Match (Pfd.) 


Lehn & Fink Products 
National Lead (Pfd. A) 
Reading Co. (1st Pfd.) 
Stromberg-Carlson Tel. (Pfd.) 
Toledo Edison (Pfds.) 


FRIDAY, JANUARY 27 


Gorham Mfg. 


Loblaw Groceterias, Ltd 
New Rochelle Water 
Pennsylvania State Water 
Southern. Cal. Edison (Pfds.) 
Syracuse Lighting (Pfds ) 


STOCKS FOR 


INCOME & PROFIT 


ELECTED by the UNITED 
OPINION method for better than 
average results in 1933. 


An ideal ‘“‘backlog’’ investment for 
the recovery period. 


Send for Bulletin FW-21 FREE! 


(Please print name and address) 


United Business Service 


210 Newbury St. 


= {Business 
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Boston, Mass. 


Cigarette Prices Cut 


- - - and the Effect on 
the Tobacco Shares 


turers, thoroughly aroused by the 

serious inroads made by the sales 
of 10-cent brands produced by indepen- 
dents, took the long expected step of a 
sharp reduction in the wholesale prices of 
‘*Lucky Strikes,’’ ‘‘Camels,”’ ‘‘Chester- 
fields’? and *‘Old Golds” during the first 
week of 1933. It had been believed in 
trade circles that the cut would come at an 
earlier date, and it is possible that it was 
postponed in order that 1932 reports 
would not reflect an inventory write- 
down. The reduction from $6.85 per 
thousand to $6.00 a thousand means, 
after deduction of the usual trade dis- 
counts of 10 and 2 per cent, a net price of 
$5.29 as against a former net price of 
$6.04. Since $3 per thousand must be 
deducted for the Federal tax, this leaves 
a net return of only $2.29 per thousand 
to the manufacturer, as compared with 
$3.04, to cover raw material costs, manu- 
facturing costs, taxes other than the 
cigarette stamp tax, advertising and 


"Tn four major cigarette manufac- 


dividends. 


Price Cuts Not New 


, At first glance, it would appear that this 
reduction in wholesale price would almost 
completely eliminate profit margins, 
particularly since the ‘troll your own” 
movement and the growing popularity of 
the 10-cent brands have cut into the sales 
volume of the so-called ‘‘ 15-cent brands.”’ 
This superficial deduction overlooks the 
flexibility of certain important expendi- 
tures, notably advertising, and other 
variables. To obtain the proper per- 
spective, it is only necessary to recall that 
the new price of $6, by no means unpre- 
ceedented, was in effect from April, 1928, 
to October, 1929, and that the cigarette 
companies reported good profits for that 
period. While stock prices were crashing 
in the first bad break of the bear market, 
the wholesale price of cigarettes was 
raised from $6 to $6.40. This price was 
maintained until June, 1931. 

The year 1930 was the best in the his- 
tory of the cigarette industry; production 
mounted to a new high; three of the four 
leaders reported profits in excess of 1929. 
The depression began to make itself felt 
in 1931; sales showed a very moderate 
declining trend, and the total produc- 
tion for the year dropped about 51% per 
cent from 1930. Leaf tobacco prices 
were lower in 1931, but instead of reduc- 
ing cigarette prices in line with lower 
raw material costs, the leaders decided to 
offset the decline in demand by an increase 
in the wholesale price. Accordingly, the 
price was raised from $6.40 to $6.85 in 
June, 1931. 

In the light of subsequent events, the 
wisdom of this price increase is open to 
serious question. There is little doubt 
but what it encouraged the promotion of 
10-cent brands by independents and also 
the sale of inexpensive machines for roll- 
ing cigarettes in the home. Special 
tobaccos were developed for these ma- 
chines which, because of the fact that the 


tax on tobacco is very small compared 
with that on cigarettes, could be sold for 
three packages for a quarter, and even 
lower prices. Imposition of high taxes 
on cigarettes by certain states also 
fostered the growth of these competitors 
of the four leading brands. 

For a time, however, it appeared that 

the increase to $6.85 had been a good 
move. The decline in volume in 1931 
was small, and the higher price in the last 
half of the year permitted the four leaders 
to show profits for that year even larger 
than the substantial earnings of 1930, 
Last year it was a different story. With 
the need for economy increasing, and the 
price for the leading brands maintained at 
14 to 15 cents straight with most chain 
stores selling two packages for 27 to 29 
cents, the public turned more and more 
to the 10-cent cigarette. Exact statistics 
are not available, but estimates based on 
certain apparently reliable indications 
show that the 10-cent brands captured 
about 20 per cent of the total cigarette 
market in 1932. 
» The 10-cent cigarette is distinctly a 
depression phenomenon. It is only 
possible on the basis of low leaf tobacco 
prices and practically no expenditures for 
advertising. This does not alter the fact 
that the growth of the 10-cent brands 
has been a cause of serious worry for the 
leading manufacturers. The latter, find- 
ing that they could no longer ignore this 
growing competition, adopted a policy of 
selling tins and boxes of 50 cigarettes of 
the four major brands at wide price 
concessions, permitting the chain stores 
to sell the 50s as low as 27 cents. This 
price was the equivalent of 10.8 cents 
per package of 20, which left very little 
advantage for the 10-cent brands, particu- 
larly in view of the superior quality of the 
standard brands. 


A Threat Against ‘’10-centers’’? 


The demand for the tins and boxes of 
50 at low prices showed that a basie price 
reduction was inevitable. The new whole- 
sale price will Jead to wide adoption of a 
retail price of two packages for 25 cents 
for the 20s, and even lower prices in the 
cut rate stores. The leading manufac- 
turers hope that the popular appeal of 
“‘two for a quarter” will result in recap- 
ture of a significant part of the market 
lost to the 10-cent brands. Only time will 
tell, but it would appear that the move 
should at least check the growth of the 
new competition. 

The earnings of the four leading manu- 
facturers in 1933 will depend upon a 
number of factors which can not be 
predicted with any degree of exactitude. 
In the first place, the extent to which they 
are successful in their aim of recapturing 
the market from the 10-cent brands will 
greatly influence the results. Further- 
more, if the leading companies reduce 
their huge advertising expenditures, this 
will make a big difference in per share 
earnings. The possibility of wage and 
salary reductions in the industry must 
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also be considered. One cost element 
which is certain to be lower for 1933 is seen 
in the very important factor of low leaf 
tobaceo prices. Since tobacco must be 
aged for an extended period before being 
used in the manufacture of cigarettes, the 
practise is to average the raw material 
costs over a period of two to three years, 
with the longer term more frequently 
used. While leaf tobacco prices ad- 
vanced in 1932 from the very low levels 
which prevailed in 1931, they were still 
at a relatively very low level, and the 
raw material costs for 1933 will conse- 
quently show the advantage of two years 
of low prices. 

This factor gives a tangible basis for 
optimism as to final 1933 results of the 
four leaders. Relatively stable profits 
from secondary cigarette brands, pipe 
tobacco, plug and scrap, small cigars, etc., 
must also be reckoned with, especially 
for Liggett & Myers and Lorillard. In 
view of the many variables which must 
enter all calculations, and the fact that 
so far only Reynolds’ report for 1932 earn- 
ings is available, predictions of 1933 per 
share results can not, of course, be made 
with any degree of assurance. A number 
of considerations support the view that 
the price reduction should not cause a 
drop in net income of more than 25 per 
cent as compared with 1932. On this 
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basis the following tentative estimates 
may be given: 


American Tobacco....... 

Liggett & Myers........ 4.00 “ 6&.CO 
160 “ 4.665 
2.25 “ 3.00 


These tentative estimates will doubt- 
less be subject to revision later in the year, 
as more information as to trends in the 
industry becomes available, and they 
should not be regarded as definite predic- 
tions. The important point to emphasize 
is the practical certainty that, in spite of 
the sharp wholesale price cut all the 
major companies should be able to realize 
substantial net income applicable to their 
equity shares This assumes that the step 
which has ust been taken is not the first 
move in what is known as a “‘price war.”’ 

If the lower retail prices for the stand- 
ard brands based on a wholesale price of 
$6 fail to recapture a significant portion 
of the market from the 10-cent brands, 
the possibility remains of a further cut 
by the leaders in an effort to drive such 
brands as “Paul Jones,’’ ‘‘ Wings” and 
“Twenty Grand” out of business. If 
any further price cutting by the four 
major companies follows, it would doubt- 
less have serious adverse effects upon 
their profits, but a cut below the $6 
wholesale price does not seem likely at 
the present time. 


Pacific Lighting’s Profits 
from Natural Gas 


what can be accomplished in the 
conservative exploitation of natural 
gas than the high earning power and 
stability of revenues of the Pacific Light- 
ing Corporation. The large number of 
casualties in this field during the past 
three years has imbued the public mind 
with the belief that demand for natural 
gas fuel is highly erratic. Yet gross 
revenues of Pacifie Lighting for the 12 
months ended September 30, 1932, of 
$47,049,528 were within 1.3 per cent of 
all-time peak revenues of $47,675,675 
realized in 1930. This accomplishment, 
of course, is more favorable than that of 
the majority of natural gas companies 
and has resulted from special conditions 
not common to the industry at large. 
Pacific Lighting controls the entire gas 
business of Los Angeles and the greater 
part of Southern California. Los Angeles 
is also furnished with electricity through 
the company’s wholly owned subsidiary, 
Los Angeles Gas & Electric Corporation. 
About 82 per cent of total gross revenues 
were derived from natural gas sales in 
1931. The company’s business is pre- 
dominantly in the domestie field. The gas 
which is sold to industrial consumers is 
supplied during off-peak periods in 
wholesale volume at extremely low rates 
so that curtailed demand from this source, 
resulting from general business conditions, 
has had little effect upon total revenues 
of the company. The effects of general 
economie conditions upon domestic con- 
sumption of gas have been largely offset 
hy inereased merchandising effort and 
extensions of distribution facilities. 
Net earnings of the company have 
declined to a somewhat greater extent, on 
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a percentage basis, than have gross 
revenues, due largely to higher taxes and 
depreciation charges. The company 
purchases its gas requirements from oil 
producing companies and is accordingly 
able to adjust purchases and price in 
accordance with demand. Thus, for the 
12 months ended September 30, 1932, 
operating expenses were reduced in the 
amount of $981,400, which more than off- 
set the reduction in gross for the period. 
However, taxes increased $831,260 and 
depreciation charges were $452,518 higher 
than in the preceding 12 months. In the 
matter of depreciation charges the com- 
pany follows an extremely liberal policy. 
Whereas the majority of public utility 
companies set aside sums equal to from 7 
to 10 per cent of gross revenues for depre- 
ciation reserves, Pacific Lighting’s depre- 
ciation reserve charge off for the 12 
months ended September 30, 1932, was 
equivalent to 15.4 per cent of gross 
operating revenues. In 1931 depreciation 
charges amounted to 14.4 per cent of 
total gross operating revenues. As of 
September 30, 1932, depreciation reserves 
stood at approximately $54 millions. 
Many utility companies have regarded 
liberal depreciation charge-offs in former 
years as warranting reductions in this 
item during the present period of lower 
revenues. Were this company to reduce 
appropriations for depreciation to 10 per 
eent of gross revenues (a charge which 
would still appear sufficiently liberal) net 
income would be increased by approxi- 
mately $2.5 millions, equal to $1.58 per 
common share per annum, based on 
present gross revenues. 

The company has confined its own new 
financing to sale of its common and pre- 
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INVESTMENT METHODS 


VESTORS who are satisfied with 

rule of thumb investment methods 
will not be interested in this plan. 
Investors, on the other hand, who, fol- 
lowing old investment precepts help- 
lessly watched their surplus holdings 
steadily dwindle, will welcome this 
plan of protecting capital and making 
it grow. 
Only through constant supervision can 
capital be safeguarded and growth fos- 
tered. Wetsel Technical Market Factors 
—not raw statistics—accurately are 
forecasting important and intermediary 
market trends. 
They tell you WHEN to buy—and 
sell, WHICH securities and at WHAT 
prices. 


To investors and traders, who have 
‘earned the fallacy of blindly following 
old investment methods and are seeking 
a plan that will help them make money 
today, this service is an invaluable ally. 
“How to Protect Your Capital and 
Make It Grow... Through Trad- 
ing,” an article by a staff member, tells 
how. Send this coupon today—no 
obligation. 
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crues to the royalty owner. 
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each month direct to the in- 
vestor by the oil companies. 
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HOSE who bought stocks after the depression 
of 1921 accumulated astonishing profits during 
the months that followed. 


A similar opportunity is yours today. Those who 
have the courage to buy now wi ome the 
wealthy men and women of tomorrow. Of course, 
there will be reactions from time to time, but many 
stocks will eventually sell at higher prices than 
ever before. 

We have uncovered a medium-priced stock which 
appeals to us as one of the biggest bargains on the 
board. This company is in excellent financial 
condition. Earnings are increasing. The organiza- 
tion has a bright future. In fact, this stock always 
has been a market favorite and should lead the 
next upswing. 

The name of this stock will be sent to any investor 
absolutely free. Also an interesting little book, 
“MAKING MONEY IN STOCKS,” No obliga, 
tion. Just address: 
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ferred stocks with the result that parent 
company capital structure consists only of 
150,313 shares of no par $6 cumulative 
preferred stock and 1,608,613 shares of 
no par common. This is preceded by 
subsidiary funded debt of $105.6 millions 
and subsidiary preferred stock of $29.9 
millions. While the company performed 
no major financing during 1932, it has no 
bank loans at present; no subsidiary 
bonds fall due until July 1, 1934, when 
$1,993,000 Los Angeles Gas & Electric 
general gold 5s mature. 

Pacific Lighting has been paying divi- 
dends on its common stock at increasing 
rates for the past 23 years, with the pres- 
ent $3 rate inaugurated in 1928 and 
maintained to date. For the 12 months 
ended September 30, 1932, earnings 
available for this issue amounted to 
$3.92 per share and full year 1932 results 
ean be estimated at about $3.95 per share 
as compared with $4.46 earned in 1931. 
Although the stock at present prices is 
not to be regarded as in the bargain 
category, its 7.3 per cent yield appears 
liberal in view of the adequate dividend 
coverage and the company’s favorable 
prospects for the future. 
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Electric Power Industry 
Forms New Association 


HE beginning of a new era of public 
relations for the electric light and 
power industry is seen in the formation 
of the Edison Electric Institute which, it 
is planned, will take over all functions 
now performed by the National Electric 
Light Association. The object of the 
Institute will be, according to its Con- 
stitution, to promote scientific research 
in the field of electricity, ascertainment 
and distribution of factual information 
to the industry and the public, and to 
render aid to operating companies in the 
generation and distribution of electricity. 
The Institute will avoid engaging in 
any activities which might be construed 
as propaganda for the electrical industry. 
The reputation of the National Electric 
Light Association as a great propaganda 
organization greatly limited its useful- 
ness, in the minds of many leaders in the 
industry, and the new organization will 


attempt to avoid this pitfall by making 
available to the publie only factual in. 
formation, data and statistics relating to 
the industry. 

Both operating and holding companies 
in the electric power and light field will be 
eligible for membership in the Institute, 
Members will be required to publish 
financial statements, not less than an- 
nually, showing balance sheets and de 
tailed income accounts, which are to be 
certified by an independent firm of certi- 
fied public accountants. Also, all con- 
tracts involving management, supervisory 
purchasing, construction, engineering or 
financial services to operating companies 
must be so drawn and so operate in 
practice that the charges to the operating 
company shall be reasonable and com- 
mensurate with the value of the service 
rendered and of fair cost to the company 
furnishing the services. 
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Westinghouse Electric Cuts 
R.C. A. Melon 


N line with the provisions of the consent 
decree filed in Federal Court on Novem- 
ber 21, 1932, dissolving the alleged radio 
combination, directors of the Westing- 
house Electric last week declared a divi- 
dend of one-half share of Radio Corpora- 
tion of America stock, now held in the 
Westinghouse treasury, for each share of 
its outstanding preferred and common 
stock. It was noted in the official state- 
ment, however, that the United States 
District Court in Delaware had enjoined 
both Westinghouse and the General Elec- 
tric Company from making the proposed 
distributions of their Radio stock and the 
payment of the dividend ordered is con- 
tingent .upon the removal of such legal 
restriction. The dividend is payable 
February 20, 1932, to stockholders of 
record on January 3. It is expected by 
that time that legal difficulties encoun- 
tered in making the distribution will be 
eliminated. Because of the preferential 
rights of the preferred stockholders, the 
directors also declared an optional divi- 
dend of $3.50 a share on any share of 
preferred stock to provide for holders who 
elect to accept this cash payment in lieu 
of the one-half share of Radio stock. 


WEEKLY RECORD OF EARNINGS 


1932 
Net Earnings 


1931 
Net Earnings 


Per Share Per Share 
12 MONTHS ENDED DECEMBER 31: 
$237.25 $1.64 $683,891 $3.42 
Reynolds; TOBACCO... . 3.36 36,396,817 3.63 
728,474 2.51 1,124,165 4.07 
Woolworth (F. W.) & Co. Ltd......... £3,531,057 88.16% £3,602,748 92.64% 
12 MONTHS ENDED NOVEMBER 30: 
Automatic Voting Machine ........... $9,842 $0.03 $644,723 $1.79 
1,029,552 0.39 4,807,681 1.78 
United Light 5,112,884 0.44 7,938,274 1.25 
12 MONTHS ENDED OCTOBER 31: 
150,032 0.55 625,100 nil 
6 MONTHS ENDED OCTOBER 31: 
Hat Corporation of America........... 326,443 nil 
12 MONTHS ENDED SEPTEMBER 30: 
American & Foreign Power............ 9,420,609 p1.40 19,428.495 p5.09 
d165,510 nil d712,744 nil 


d Deficit. p On Preferred Stock. 
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Bond Values Up for Year 


ONSIDERABLE confusion of thought 

accompanied the publication of the 
official New York Stock Exchange figures 
on bond values for the month of Decem- 
ber end at the year end. The reported 
drop of $6.2 billions in the market value 
of all bonds is explained by a drop of $10.2 
billions in the par value of listed bonds 
resulting from removal from trading, con- 
version and cancellation of some issues. 
With only a slight change in the number 
of listed issues on January 1 (1,549 against 
1,548 on December 1), nevertheless the par 
value dropped to $41.3 billions from $51.5 
billions on December 1. This decline is 
largely accounted for by the removal 
from the list of the United Kingdom of 
Great Britain & Ireland 5 per cent War 
Loan of 1917, which the British Govern- 
ment called in under a conversion scheme 
completed in November. The par value 
of the issues affected by the conversion 
was approximately $8 billions. The total 
current market value was given as $31.9 
billions on January 1 against $38.1 bil- 
lions a month earlier, which would indi- 
cate a loss of value; to the contrary, ex- 
cluding the issues removed from listing, 
the average price of all listed bonds ad- 
vanced to $77.27 by January 1 against 
$73.91 on December 1 and $76.38 on 
November 1. A year ago, on January 1, 
1932, the average price was $72.29, thus 
again was registered during the year 1932. 


“SQUARE” TALKS 


F WE could only get a clear 

picture in our mind of what 

is happening to the world—could 

see all our trials and tribulations 

as a means to an end—how 

bright our New Year 1933 
would be. 


We know something is right 
and something wrong—but we 
are not certain which. 


Parties — Polities— Nationali- 
ties—all are at loggerheads, 
seemingly dragging in different 
and opposite directions—a cal- 
dron of uncertainties. 


Doubtless we have arrived at 
the crossroads—without  lcad- 
ers—and nothing but a weather- 
vane showing the way. 

May we wish that 1933 will 
put up a signpost with a big 
hand showing all of us the way 
to happiness. 


That’s the way for 1933 to get 
a big hand from us all! 


Give and you shall receive! 
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FREE! 


Read the first three lines in this awakening 
Neill-Tyson Bulletin and you'll realize that 


HAZY PREDICTIONS! 


The service with a record of bluntness, as above, is very, very blunt in 
a fresh, challenging Bulletin now running through the editor’s hands. 


Men who have puzzled over “canned predictions” and “double meaning” 
analyses wire and write their approval of the kind of clear, direct, UN- 


MISTAKABLE statements used. 


Style of Bulletins as Important as 
Their Accuracy 


Four market scoops in four months were 
. . . four scoops to Neill-Tyson clients 
BEFORE THEY HAPPENED. Mr. 
Neill didn’t say on August 29th, that “It 
would be well to note with some degree 
of conservatism the puzzling criss cross 
currents, étc., etc.,” but he did say “GET 
OUT OF THE MARKET”! Read the 


other three examples of bluntness above. . 


Then send for the Current Brass Tacks 
Bulletin. 


Neill-Tyson, Inc., 341 Madison Avenue, New York, N. Y. 


Don't Fail to Send Coupon! 


2 Months, 


SPECIAL LIMITED OFFER! $15 
brings two months of challenging Neill- 
Tyson Bulletins (Annual Rate: $100). 
Test this service for two important 
months—receive Neill-Tyson bulletin 
“The Trend of Stock Prices” every other 
week and such in-between supplementary 
telegrams as market conditions warrant. 
(Note: Trial subscription not renewable 
at this introductory price: regular rate 
$25 quarterly.) 


Don't Go Another Day without 
Knowing This Profit CANDOR! 


Neill sets a new pace, creates a new bul- 
letin TRANSPARENCY... you read 
HIS MEANING when you read THESE 
BLUNT BULLETINS .. . their fore- 
sight is made understandable. “I bought” 
... “Lsold!” . . . says the Neill client. 
Never, “Yes, I read the Bulletin but 
was uncertain about it and so missed 
everything.”” Imagine subscribing to 
financial bulletins and not knowing what 
to do... DON’T LET IT HAPPEN 
TO YOU! 


COUPON 


Neill-Tyson, Inc. 
341 Madison Ave. 
New York, N. Y. 


1. Please send FREE the market Bulletin 
described in this advertisement. 


2. Enclosed please find $15.00 (Check or 
Money Order) for Neill-Tyson service for 
two months. 
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FHlealth Never 
‘““‘PASSES A 
DIVIDEND’’ 


The value of good health is always up 


to par. But when economic conditions . 


are at their worst the value of health in- 
creases. It becomes an asset even more 
appreciated. 

Do you have authentic information on 
how to acquire and keep health? 


HYGEIA, The Health Magazine 


of the American Medical Association, 
speaks with euthority on the various 
phases of health which are of paramount 
importance to you and your family. In 
non-technical language, it gives the lay- 
man helpful information on foods, diet, 
exercise, recreation, sleep, relaxation, care 
of children, and how to avoid illness. 


Invest one dollar 
in your heaith 
now! That small 
amount will bring 
HYGEIA to you 
for an_ introduc- 
tory 6 months. 
You'll find it one 
investment that 
will pay you satis- 
factory returns in 
increased health 
and happiness. 


Introductory Offer $4 
6 Months of HYGEIA 


Regular Subscription, $2.50 a Year 


AMERICAN MEDICAL ASSOCIATION F\W-1-18 
535 N. Dearborn St., Chicago, Ill. 


Enclosed is $1.00 for an introductory 6 


months’ subscription to HYGEIA, The 
Health Magazine. I am a new subscriber. 
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4 Auto. Voting Mach. — 
As was predicted in this column in the 
December 14, 1932, issue of THE FINAN- 
cIAL WoRLD, operations of Automatic 
Voting Machine have shown a sharp 
decline in reflection of municipal economy 
measures. Earnings for the fiscal year 
ended November 30, 1932, amounted to 
only $9,842, or 3 cents per share of com- 
mon, against $644,723, or after preferred 
dividends to 15 cents a share in the pre- 
vious fiscal year. All preferred stock was 
converted into common stock in Jan- 
uary, 1932. With another presidential 
election four years away and economy 
still the watchword, prospects do not 
appear encouraging. 


BOHACKR’S annual report for 1932 will 
not be available until March, 1933, but it 
is expected that the present $2.50 annual 
dividend will be covered. 


4 Ely & Walker “D+” 
This big St. Louis, Mo., department store 
provided a surprise in its report for the 
fiseal year ended November 30, 1932, 
which showed a net loss of $180,025 as 
compared with a loss of $245,568 in the 
previous fiscal year. The reduced deficit 
is indicative of a better control over ex- 
penses and practical avoidance of inven- 
tory losses. 


FOLTIS-FISCHER has announced its 
reorganization plan which involves the crea- 
tion of a new company. Another case of 
forgotten common stockholders. 


4 Great Atl. & Pac. Tea “Bt” 
The extensive ‘“‘A. & P.”’ chain which has 
often wielded a heavy axe in many ciga- 
rette price wars, is providing the leader- 
ship in a new coffee price battle which 
may give the drinkers of this beverage a 
veritable holiday. The fight started when 
“A. & P.” cut the price of Maxwell House 
coffee and a number of other nationally 
advertised brands to 27 cents, or 10 cents 
under previous quotations. Kroger Gro- 
cery has countered with a reduction of its 
Gold Medal to 25 cents per pound. Other 
leading chains are waiting to see what 
happens. 


HORMEL has been doing so well with its 
vegetable soup that HEINZ of ‘‘57”’ fame 
has decided to expand its soup business. 


4 Hygrade Food Products _— 
Following the announcement of a balance 
sheet deficit of $308,790 on October 29, 
1932, directors of Hygrade Food Products 
have decided on a change in the par value 
of the common shares in order to create a 
surplus. Stockholders will be asked to 


approve a change in par value from no 


— 
~ 
A 


par to $5 per share. The change in 
capital will also permit a saving in certain 
franchise taxes. 


INSURANCE SECURITIES’ ‘leading 
subsidiary, Union Indemnity Company, 
has been placed in receivership. 


4 Philip Morris Cons. “cr” 
Increased sale of the 10-cent Paul Jones 
cigarette brand was a strong contributing 
factor to the increase in earnings of Philip 
Morris Consolidated for 1932. Net for 
last year equalled 68 cents per share of 
common, against 31 cents a share in 1931. 
The outlook for the ten-centers, however, 
is not so encouraging with the fifteen- 
centers recently cut to two-for-a-quarter 
and tobacco prices rising. The possibility 
of an increase in the cigarette stamp tax 
and the levying of new taxes in several 
states also imposes a threat against their 
prospects. 


PUBLIC UTILITY HOLDING has dis- 
posed of a number of its investments includ- 
ing ils entire commitment in L’Union Elec- 
trique Rurale of France. 


4 Seiberling Rubber 
Mail order competition and heavy losses 
on “‘frozen”’ dealer accounts were factors 
which cut earnings of Seiberling Rubber 
to $319,261 for the fiscal year ended 
October 31, 1932. In the previous fiscal 
year, net income before depreciation 
amounted to $850,089. As a result, net 
working capital was reduced to $1.9 
million, against $2.8 millions on October 
31, 1931. 


SWIFT is making a wholesale readjust- 
ment of the capitalizations of its three 
leading subsidiaries in an effort to save 
on corporate taxes, 


4 Woolworth, Ltd. “C+” 


The preliminary statement of F. W. 
Woolworth, Ltd., subsidiary of the Ameri- 
ean Woolworth, showed a gain in profits 
to £4.5 millions in 1932 as compared with 
£4.2 millions in the previous year. This 
justifies the payment of the regular semi- 
annual dividend of 1 shilling, 6 pence, less 
tax, declared recently, as well as the 
usual year-end extra payment of 6 pence. 
As the American Woolworth ‘‘nothing- 
over-20-cent’”’ chain owns 50 per cent and 
possibly more of the stock of the British 
affiliate, the dividend and extra may be 
helpful in offsetting some of the earnings 
which did not develop around Christmas 
time. Including the extra, Woolworth, 
Ltd., paid about 581% cents last year, at 
the current rate of exchange, thus giving 
the stock a yield of around 5 per cent. 


THE FINANCIAL WORLD 


_ 


Res 
= 
\ 
SN 
> 
~ 
ay 
\ f 
HYGEIA 
q 
is 
=< 
It 
4 
| 
| 


Dividends Declared 
Regular 
Pe- Pa Hidrs. of 
Company Rate riod able 
Affiliated Prod. M Feb. 1 Jan. 18 
Amerada Corp. Q Jan. 31 Jan. 14 
Am, Mch. & Fdry. Co........ 20¢ 8 Feb. 1 Jan, 21 
Archer-Daniels-Midland pf ee? $1.75 Feb. 1 Jan. 21 
Atlas Powder pf.............. $1.50 Q Feb. 1 Jan. 20 
Bangor Hydro Electric......... 50c Q Feb, 1 Jan 11 
Beneficial Indus. Loan........ 3714¢ Q Jan. 30 Jan. 14 
8744c Q Jan. 30 Jan. 14 
Bon ...$1 Q Jan. 31 Jan. 16 
Q Jan. 17 Dec. 13 
City Ice & 50c Q Mar.31 Mar. 15 
$1621 Q Mar. 1 Feb. 15 
Cluett 25c Q Feb. 1 Jan. 1 
Col, G. & E., $6 pf........0.. $1.50 Q Feb. 15 Jan. 20 
su $1.25 Q Feb. 15 Jan. 20 
Columbian Carbon............. ar. eb, N 
Comnwith Edison. ......++..- $1.25 Q Feb. 1 Jan. 14 ares INOW up and up 
Con. Cigar pr. pf......... $1.62'¢ Q Feb. 1 Jan. 20 
G8 eb. 1 F N H | 
Q Feb. 15 Feb. 1 a rine, otels 
Corn Exch. Bk. & Tr..... ona 3 Feb. 1 Jan. 24 
Diamond Match......... . .25¢ Mar. 1 Feb. 15 
eee ..1e Q Mar. 1 Feb. 15 RULY Florida is the Land of Sunshine and Happiness— 
Duplan ..50¢ S Feb. 15 Feb. 1 d Health 
Riccke Pipe line... "$1 Q Feb. 1 Jan. 16 and Health too! So many are the features to be enjoyed 
$6 pf. —a wonderful climate, beautiful beaches, golf courses—and 
‘ : Fes, the luxury of life at its famous hotels, 
eb. an. 
Great Am, Q Strategically located in Florida's vacation centers are the 
Hartford Elec. Lt.........,..68%e Q Feb. 1 Jan. 14 Florida-Collier Coast and Associated Hotels. 
Hollinger C Cons. Gold Mines., Ltd. .5¢ .. Jan. 28 Jan. 13 are fine, new 
Home Insurance..........+--+ +2 4 = 3 jon. 14 hotels, with the same high standards of operation. Asa group 
Yeh, Jan they offer lower rates, better facilities for sports and greater 
i Feb. 1 Deo 31 convenience for the traveller. The Florida-Collier Coast and 
Q Feb. 1 Jan. 21 Associated Hotels are 
Interstate Dept. 7 vet ee $1.75 Q + a 1 Jan. 16 
& R.) P eb. an. 20 HOTEL MAYFLOWER Hore . 
Lincoln Tel. Sec., A........++--- Q Jan. 10 Dec. 31 JACKSONVILLE a pene — 
eee $1.30 Q Jan. 10 Dee. 31 — 
lo Sa Gas Corp., 614% pf.. $1.63 Q Feb. 1 Jan. 20 HOTEL FLORIDA! 
Louisiana P. & L. $6 pf...... .$1.50 Q Feb Jan. 
Mik. $1.75 Q ion. 3 Dec. 15 HOTEL TAMPA TERRACE MOTEL SARASOTA TER i 
150 Q Jan. 3 Dec. 15 TAMPA 
Prlien. Feb 1 Jam MOTEL LAKELAND TERRACE HOTEL MANATEE RIVER, 
$1.50 Q Feb. 1 Jan. 15 paapenron UAB, FLORIDA 
Nat. Battery........ Jan. . 28 
Nat. Tea 544% pf.. Q Feb. 1 Jan. 5 
Nev. Cal Eee, ae $3 Q Feb. 1 Dec. 30 FLORIDA-COLLIER COAST AMERICAN EXPRESS TRAVEL OFFICE 
oyes 0., Ine., 6% p ed. an, 
Do $1.75 Q Feb. 1 Jan. 20 
Q Feb. 1 Jan. 20 
ee Eason Co., 7% pf... > 75 Q Feb. 1 Jan. 20 
ea ae Q Feb. 1 Jan. 20 
Pub. North Ill. (no par)...75¢ Q Feb. 1 Jan. 14 
($100 Q Feb. 1 Jan. 14 
$1.75 Q Feb. 1 Jan. 14 
$1.50 Q Feb. 1 Jan. 14 
75c Q Feb. 15 Jan. 24 
Boott Paper, 7% pf, A.......-. $1.75 Q Feb. 1 Jan. 17] a 9323 
150 Q Feb. 1 Jan. 17 | 
Dohme pf, A........-. 50c .. Feb. 1 Jan. 18 rhe, i 
Sol. Am. Inv. pf..........-. $1371 Q Feb. 15 Jan. 16 
Squibb (E. R.) & Sons.......... 25¢ 8 Feb. 1 Jan. 14 r a 
$1.50 Feb. 1 Jan. 14 mane 
Wat. 1.25 Feb. 15 Jan. 20 
West Penn. Elec., 7% pf...... $1.75 Feb. 15 Jan. 20 
White PRK. 50c Q Apr. 1 Mar. 17 
Q Feb. 10 Jan. 19 
$1.75 Q Apr. 1 Mar. 17 
oolworth (F. W.) Co........ ar. eb. 
Woolworth & Go, Ld. 1s 6d DIVIDEND DIVIDEND 
York Railways pf............ ge Q Feb. 2 Jan. 20 CONTINENTAL CAN CO 
Phillips-Jones 7% pf.......... $1.75 .. Feb. 1 Jan. 20 | share on the common stock of this Company has been GAS & ELECTRIC 
Def ed declared February 15, 1933, to stockholders of record at 
; err the close of business February 1, 1933. Books will not CORPORATION 
Fidelity Invest. Assoc........... J. B. JEFFRESS, JR., T January 5, 1933 
Extra HE Board of Directors has declared this 
sacle ail 50c .. Jan. 17 Jan. 13 day the following quarterly dividends: 
.. Feb. 1 Jan. 16 Cumulati Preferred Stock, Series A 
Utilities P. L. Bank Loans No. 25, $1.50 per share 
Stock, 5% Series 
m we 
a . S OF last December 31, the Utilities No. 13, $1.25 per share 
Power & Light Corporation had 
Reduced bank loans outstanding of only $650,000 No. 4, $1.25 per share 
Insuranshares Cp. of Del........ 15c A Jan. 25 Jan. 16 plus a $4,050,000 loan against Sterling sg sy par pied 
0. 25, of one share 
Stock deposited in London. Other loans were of Convertible $% Cumula- 
iii h 25¢ Q Feb. 1 Jan. 20 outstanding to the amount of about tive Preference Stock (i. e., 
Gon, Min. & Can 10%. Dec. 31 | $13.6 millions, but as they are not held te par 
Westghse. El. & Mfg* Feb. 20 Jan. 23 | b A each share of Common Stock 
— Ung pey naiay j : y banks these items should not have payable on February 15, 1933, to holders of i 
anjuechall share of Radio Corp. stock for cach common | been included in the total shown for this record at close of business January 20, 1933. 
preferred share he company in the tabulation appearing in 
e 
| tle December 28, 1932, issue, 
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TO KEEP YOU 
INFORMED 


We list in this column every week attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below will be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


HOW A LIFE ANNUITY CAN BE ARRANGED to comply with 
any circumstances and ideas for future income is explained in a 
booklet issued by one of the prominent life insurance companies, 
entitled ‘‘ You Can Have An Income As Long As You Live.’’ Copy 
sent upon request. 


PEOPLES GAS LIGHT & COKE CO.—The 1932 Year Book covers 
the activities of this company during 1931 and presents a condensed 
résumé of 82 years of continuous gas service. It is full of interesting 
data on the usefulness of gas, is handsomely illustrated, and contains 
also a consolidated balance sheet which is of interest to all holders 
of public utility securities. 


NEWS ON STOCK AND COMMODITIES—This bulletin is issued 
periodically by one of the large ‘‘wire’’ houses, and a sample copy 
may be had upon request. 


NEW YORK STATE BONDS—A prominent investment security 
house specializing in high grade municipal bonds has just prepared 
an interesting booklet on the bonds of New York State. Gives im- 
portant data regarding every bond outstanding, also revenues and 
expenditures for the year ended June 30, 1931. Copy upon request. 


A CHAIN OF SERVICE—Is the title of a new booklet which describes 
and illustrates the history and development of the Associated Gas 
& Electric Company System. Of particular value to investors 
interested in public utility securities. 


MONTHLY PETROLEUM STATEMENT—TIf you are interested in 
the petroleum industry, send for a complimentary copy of this 
monthly digest of conditions in the petroleum field, which is issued 
by a New York house specializing in oil royalties. 


PARTIAL PAYMENT PLAN—An old established New York Stock 
Exchange House is issuing a booklet describing their plan and terms 
for purchasing securities on the monthly installment plan in odd lots 
or full lots. Copy upon request will be forwarded without obligation. 


WHEN TO BUY AND WHEN TO SELL—An interesting discussion 
of these questions from the technical viewpoint is presented in the 
folder ‘‘How to Protect Your Capital and Accelerate Its Growth.” 
Copy may be had upon request. 


A GUARANTEED INCOME ON RETIREMENT—A 28-page book 
called *‘How to Get the Things You Want,” issued by one of the 
large insurance companies, shows how their latest retirement income 
plan can be exactly suited to any individual's special needs. 


FROM $8,000 TO $250,000,000—One of America’s oldest utility 
groups has issued a booklet of 48 pages, in which is presented a 
description of the history and development of this prosperous cor- 
poration that came into existence in 1886 with assets of $8,000 
working capital, and that now has assets of over $250,000,000. In- 
vestors will find much of interest and value in this booklet. Copy 
may be had upon request. 


A 6% DEBENTURE BOND—A minent industrial loan company, 
whose business consists of lending money up to $300 to deserving 
borrowers upon approved collateral, has underwritten an issue of 
6% Debenture Bonds with profit-sharing certificates and bearing 
warrants. Send for their descriptive circular. 


“THE INVESTMENT OF MONEY’’—Issued by a well-known firm 
of investment bankers. Points out the more important considerations 
affecting a successful investment program, and suggests practical 
measures in connection with the management of invested sums. Will 
be of particular interest to the larger investor. 


“STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR’’ 
—Is the title of a booklet just issued by a well-known Stock Exchange 
firm. Copy may be had on request. 


CALIFORNIA AND ARIZONA HOTEL RATES—TIf you are plan- 
ning on going to California or Arizona this winter you should send 
for this folder issued by the Santa Fe Lines which will prove how 
inexpensively you can live in this beautiful resort country. Sent 
upon request without obligation. | 


WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


A WEEKLY TRADE INDICATORS 1933 1932——_— 
an.7 Dec. 31 Jan. 9 
*Crude Oil Production (bbls.)....... 1,777,450 1,698,150 2,234,200 
Electric Power Output (000 K.W.H.) 1,460,639 1,414,710 1,619,265 
{Steel Output (% of capacity) ..... 14 13 24 
tAutomobile Production (U.S, A.)... 25,500 27,5 27,800 
1932 


Dec. 31 Dec. 24 Jan, 2 
§Bank Clearings New York City ... $2,632 8 
§Bank Clearings Outside of N. Y. C. 1,467 1,654 


2,140 

406,779 494,580 502,727 
Financial World Index of Indus- 

trial Production ............. 42.1 43.2 48.0 


*Daily Average. tlron Age. tCram’s Report. §000,000 Omitted 
A FEDERAL RESERVE REPORTS, a Banks 
938 


1932 

(000,000 omitted) Jan.4 Dec. 28 Jan. 6 
Deposits—New York City......... 6,760 $6,774 $6,062 
Deposits—Outside New York City. . 10,901 11,039 11,859 
Loans on Securities—N. Y.C...... 1,584 1,612 2,223 
Loans on Sec.—Outside N. Y.C.... 2,692 2,703 3,464 
*Investment—New York City....... 1,102 1,089 845 
*Investments—Outside N. Y.C ... 2,192 2,211 2,400 
Total loans and discounts.......... 10,214 10,297 13,077 
Total net demand deposits......... 11,823 11,758 11,781 
Total time deposits ............ 5,706 5,656 5,844 
Total brokers’ loans..............:; 394 394 568 
Federal Reserve System ratio 63.0% 62.7% 65.5% 


New York Federal Reserve Bankratio 56.3% 57.0% 62.7% 
*Other than U. S. Govt. Securities. 


A FOREIGN EXCHANGE ACOMMODITY PRICES 
1933 1932 1933 1932 
Par Jan. 10 Jan. 12 Jan. 10 Jan. 12 
$4.86 2g England .$3.354% $3.40% | Coffee ..$0.08'% $0.0 
1.00 Can. Dollar 88.82c 84.06c Copper .. .05 07% 
3.92c France..... 3.901% 3.91% | Cotton... .064 .0655 
5.26 Italy .... 5.11% 5.05% | Flour.... 3.80 4.50 
13.90 Belgium* ..13.861%% 13.87% | Gasoline 105 
23.82 Germany .. 23.75 23.68 13.34 15.64 
14.069 Austria . 14.05 14.00 lead .... 03 .0375 
40.20 Holland....40.21% 40.12 Rubber -0317 .0461 
26.80 Denmark .17.39 18.84 Silk 1.42% 1.92% 
26.80 Norway... .17.31 18.64 Silver.... .25 
26.80 Sweden 18.31 19.09 Steel. .... 26.00 29.00 
49.85 Japan ....20.56 35.94 Sugar. .. .0395 .042 
42.45 Argentinat. 25.69 25.93 .22 
#12.00 + Brazilt ... 7.45 5.95 §Wheat... .50% .56 % 
6.06 12.12 Zinc..... -031 305 


*Belga. tPaper Peso. {Paper Milreis. §May futures. #Approxi- 
mate; not yet fixed by law. 


Weekly Car Loadings 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 


current month. 
Week ended Same 


Dec. 24 week Change 
EASTERN DISTRICT 1932 1931 % 
33,599 31,770 + 6 
Chesapeake & Ohio ............ 24,806 16,750 +48 
Cleve., Cinn., Chicago & St. L... 17,914 15,176 +18 
Delaware & Hudson............ 11,433 9,360 +22 
Delaware, Lackawanna & Western 12,75 11,402 +12 
Norfolk & Western............. 17,874 13,821 +29 
New York, New Haven & Hartford 19,375 18,076 +7 
New York Central.............. 39,371 35,177 412 
New York, Chicago & St. Louis. . 10,623 9,454 +12 
75,910 73,553 +3 
24,895 23,342 +7 
Western Maryland............. 6,085 5,500 +11 
SOUTHERN DISTRICT 
Atlantic Coast Line............. 9,587 9,538 +1 
23,839 20,299 +17 
Louisville & Nashville........... 18,226 14,261 +28 
Seaboard Air Line.............. 8,248 7,935 +4 
Southern Ry. System........... 25,562 23,784 + 7 
NORTHWEST DISTRICT 
Chicago & Great Western. ...... 3,932 3,648 +8 
Chi., Milw., St. Paul & Pacific... 20,778 18,442 +13 
Chicago & Northwestern. ....... 23,058 21,117 +9 
eee 8,001 7,083 +13 
CENTRAL WEST DISTRICT 
Atchison, Topeka & Santa Fe ... 18,899 19,585 -4 
Chicago, Burlington & Quincy. . . 16,885 16,323 + 3 
Chicago, Rock Island & Pacific... 14,444 14,724 —-2 
Chicago & Eastern Illinois....... 4,265 3,528 + 
Denver & Rio Grande Western... 4,550 4,247 7 
Western Pacific. .............6. 1,946 1,918 +1 
SOUTHWESTERN DISTRICT 
Kansas City Southern........... 2,313 2,517 - 8 
Missouri-Kansas-Texas.......... 5,672 5,779 -—2 
16,908 17,129 -1 
St. Louis-San Francisco......... 8,759 8,286 + 6 
St. Louis-Southwestern.......... 2,700 3,057 —12 


(Compiled from American Railway* Association figures) 
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PLEASE SHOW THIS TO f- 
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SOME INVESTOR FRIEND: 


Ten 


1. The editors and ana- 
lysts of THE FINANCIAL 


coming week, select 
from the great mass of 
financial facts and fig- 
ures the vital features 
which are essential to 
your success in main- 
taining a sound invest- 
ment position in 1933. 

2. You cannot obtain an equally valuable in- 
vestment service unless you are willing to 
pay much more than our nominal price of 
$10.00 yearly. 

3. Unless you do keep financially informed 
this year, you are likely to lose many times 
the cost of a subscription through costly 
mistakes which could have been avoided. 

4. Tue FINANCIAL Wor tp is edited for the 
busy man—-it saves a lot of his time by 
giving vital investment news boiled down. 

5. In 1933, our editors will have timely 
analyses each week that should give you a 
better grasp of the changing fortunes and 
prospects—up or down—of important new 
as well as o!d industries. 


by Mailing This 


POINTS 
Wort will, in each No 
Investor 
Should 
Overlook 


6. During the next 12 
months, you will find 
THE FINANCIAL WORLD 
especially valuable be- 
cause present highly 
competitive conditions 
increase the hazards of 
investing. 

7. The time is gone forever 
when you can “buy 
good securities and put 
them away and forget them.” 

8. Our stock rating and data book which we 
send free each month to yearly subscribers 
will enable you to find the answers in- 
stantly to thousands of questions that 
come up daily about 1350 leading 
stocks. 

9. Many subscribers consider the free confi- 
fidential advice privilege we give to yearly 
subscribers worth the full price of a sub- 
scription. 

10. Through THE FINANCIAL Wor Lp this year, 
you will receive unbiased analyses of out- 
standing values in bonds, preferred stocks 
and common stocks as they are brought to 
light by the researches of our staff. 


Keep Financially 
Informed this Year 


Coupon Today 


The FINANCIAL WORLD, 


53 Park Place, New York, N. Y. 


Here is my check for $10 in full payment of the following special offer: 


(a) 52 worry Senne of THE FINANCIAL WorRLp (Canadian and 
Foreign Postage $2 extra). 


(b) 12 monthly editions of ‘‘Independent Appraisals of Listed 
Stocks'’—an indispensable manual full of vital investment 
data and ratings, 


(c) Free privilege of writing for advice several times each month 
by enclosing a stamped self-addressed envelope with each 
inquiry. (Eachinquiry must be confined toa single security.) 

(d) Reprint of ‘‘A New Basis for Selecting Stocks.” 

(e) Reprint of ‘‘Time To Buy A Fortune?" j-18 


THE SCHWEINLER PRESS, NEW YORK 
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Smoke a cigarette 


Camels are never parched or toasted 


Camels are always mild because they are always fresh. A 
blend of choice Turkish and mellow, sun-ripened Domes- 


tic tobaccos, they are never parched or toasted. Enjoy their 
mild fragrance for just one day, then leave them—if you 
care tO. R.J. REYNOLDS TOBACCO COMPANY, Winston-Salem, N.C 


Don’t remove the Camel 
Humidor Pack — it is pro- 
tection against perfume and 
powder odors, dust and germs. 
Buy Camels by the carton 
for home or office. The Humi- 
dor Pack keeps Camels fresh 


TWEI 
| 
ae) © 1982, B. J. Reynolds Tobacco 
Company Vadi PRESH — ERESH 
4 q 


